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Dini wins crucial 
confidence vote 
over mini-budget 

Italian prime minis te r 
Lamberto Dini deft) won 
a confidence vote In the 
Senate last night to push 
through his deficit- 
cutting package. Dini 
had linked the survival 
of Ms two-month-old gov- 
ernment to the fiscal 
measures, warning crib 
ics they risked driving 
Italy to an unprece- 

. dented financial crisis. 

Mr Dim s victory came as Italy’s annual inflation 
rate was reported at close to 5 per cent double the 
official forecast for 1995. The rate reflects the 
impact of the lira’s devaluation and tax increases 
introduced as part of the mini-budget Page 14; Dini 
curbs media coverage. Page 2 

Kmart chief quits: Joseph Antonlni, president 
and chief executive of Kmar t, the ailing US dis- 
count store group, has resigned. The news was 
greeted warmly by Kmart's shareholders and the 
company’s shares rose. Page 15 

US urged to support dollar: France and 
Germany urged the US to take action to support the 
dollar, which fell to a new low against the Japanese 
yen. in European trading yesterday. Page 14 

Maior poised for backing on CAP reform: 

The UK government of John Major was poised 
briefly to restore its technical majority in the House 
of Commons as MPs prepared to back the cabinet's 
approach to reform of the European Union's com- 
mon agricultural policy. Page 14; PM seeks to avoid 
gaffes. Page 9; Editorial Comment Page 13 

Banks attack Cr&Bt Lyonnais rescue: The 

rescue plan for Credit Lyonnais, the lossmakmg 
state controlled bank, came under strong attack 
from two of its leading competitors. Basque Nat- 
ional de Paris and Sodete Generate released a 
statement questionning the competitive conse- 
quences of the state-backed rescue for the bank 
unveiled last Friday. Page 15: Lex, Page 14 

Bayer, the German'chemical group, said it may be 
forced to move 10 per cent of its production capac- 
ity to other countries because of higher energy 
prices, taxes and labour costs. Page 15; Lex. 

Page 14 

Prudential Corporation, the UK’s largest life 
insurer, admitted it had set aside provisions to deal 
with possible compensation payments to the vic- 
tims of poor pensions advice. Page 15; Lex. Page 22 

United Airfares bans smoking: United 
Airlines, the second-largest US carrier, is banning 
smoking on all its flights to and from London’s 
Heathrow Airport from May 1. Small step towards 
an “open sky”. Page 5 

Fighting overshadows Russla-US summit: 

Renewed fighting in both Bosnia and Chechnya has 
clouded the atmosphere for today’s meeting in 
Geneva at which the US and Russia will be strug- 
gling to patch up their differences over European 
security and arms control issues. Page 2 

Turkey continues attack on Kurds: Turkish 
forces continued their attacks on Kurdish rebel 
camps inside northern Iraq. The Turkish military 
said at least 24 members of the Kurdistan Workers’ 
party had been killed. Page 3 

French construction group searched: Police 
searched the headquarters of French construction 
group Bouygues as part of an investigation into 
alleged false hilling In the Paris region. 

US Senate set to vote on compromise: The 

US Senate will probably vote this week on a com- 
promise bill to give president Bill Clinton new pow- 
ers to strike out specific spending proposals without 
sacrificing an entire piece of legislation. Page 4 

Lloyd’s faces safety prosecution: Lloyd's 
Register, the 235-year-old organisation which vets 
the quality of much of the world's shipping, faces 
its first criminal prosecution over alleged breaches 
of health and safety law following the collapse of a 
passenger walkway at the port of Ramsgate in 
south-east England last September. Page 9 

Bhutto In anti-crime drives Pakistani prime 
minister Benazir Bhutto sought to set the tone for 
her visit to the US next month by calling for inter- 
national help to stem a growing tide of lawlessness. 
Page 6 

Orimulsion sales drive: Bitor Europe, sole 
European distributor of Orimulsion, the controver- 
sial fuel, announced plans for a sevenfold increase 
in sales by the end of the century with most of the 
growth expected in the UK. Page 9 
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By Robert Peston, PoKOcal 
Ecfitor, in London 

The deputy governor of the Bank 
of England. Mr Rupert Pennant- 
Rea, resigned yesterday to save 
the bank further discomfort fol- 
lowing weekend press disclosures 
about his three-year affair with a 
journalist. Ms Mary Ellen Synon. 

The resignation, which 
shocked the bank and the City of 
London, followed Mr Pennant- 
Rea's concern that his authority 
had been undermined by allega- 


tions that he had breached secu- 
rity procedures by smuggling Ms 
Synon into the bank under an 
assumed name. 

Mr Pennant-Rea's departure 
follows a string of resignations 
among ministers of the r uling 
Tory party during the past two 
years. The most recent was that 
of Mr Robert Hughes, the public 
services minister, who resigned a 
few weeks ago after admitting 
adultery. 

Mr Pennant-Rea's decision fol- 
lowed an earlier declaration on 


Sunday that both he and Mr 
Eddie George, the bank's gover- 
nor, were satisfied that he 
remained able to function effec- 
tively as deputy governor. 
Despite official denials, there win 
inevitably be speculation that 
pressure from the office of Mr 
John Major, the prime minister, 
caused him to change his m?nd 
A replacement for Mr Peanant- 
Rea has not been found, and 
there is no single front-runner for 
the job among the bank's senior 
directors. Contenders are likely 


to include Mr Pen Kent and Mr 
Ian Plenderleith, both executive 
directors. 

There was speculation at West- 
minster last ni ght t hat a candi- 
date is Baroness Hogg, the for- 
mer journalist who recently 
stepped down as head of the 
prime minister’s policy unit and 
who was partly responsible for 
Mr Pennant-Rea's appointment to 
the bank at the beginning of 
1993. 

Treasury and bank officials 
were sceptical of tins suggestion. 


In his resignation letter to Mr 
Kenneth Clarke, the rhanrv»n r»r of 
the exchequer. Mr Pezxnani-Rea 
wrote: *T want to avoid the possi- 
bility of the han k b e fo g damaged 
by some foolish mistakes I made, 
albeit more than a year ago.” 

Mr Clarke said he was “very 
sorry indeed” that Mr Pennant- 
Rea had decided to go. “I am par- 
ticularly grateful for the hard 
and effective work that you put 
into the Barings crisis," he said. 

Mr Pennant-Rea also launched 
an attack on newspapers which 


had publicised his affair : “I do 
know that many good people in 
the commercial world are put off 
by the tabled! intrusion in the 
private lives of those in public 
positions,” he wrote. “After the 
events of the past few days, this 
reluctance to move [from the pri- 
vate sector to the public sector] 
will increase." 

Bank and Treasury officials 
said last night that pressure had 
not been put on Mr Pennant-Rea 

Continued on Page 14 


Top Fiat 
man set to 
head world 
trade body 

Washington decides not to 
block Ruggiero appointment 


Anger in Japan over apparent attempt to threaten social order 

Police ‘pinpoint gas attack suspects’ 


By Frances Williams m Geneva. 
John Burton in Seoul and 
Nancy Dunne in Washington 

Mr Reuato Ruggiero, a senior 
executive of Fiat and former Ital- 
ian trade minister, is poised to 
become the next head of the 
World Trade Organisation follow- 
ing Washington’s decision not to 
block his appointment and the 
withdrawal of opposing candi- 
dates. 

The US move ends nine months 
of bitter campaigning that has 
set the world trade superpowers, 
the US and the European Union, 
at loggerheads and threatened to 
undermine the credibility of the 
fledgling trade body. 

Mr Mickey Kantor. the US 
trade representative, announced 
US support for Mr Ruggiero after 
a meeting with him yesterday 
morning. 

The US administration, which 
had previously expressed strong 
reservations about Mr Ruggiero, 
then said it would support Mr 
Ruggiero “subject to certain con- 
ditions". 

“This matter unfortunately 
became a hemispheric contest, 
the antipathy of consensus." Mr 
Kantor said. “We are all agreed it 
should not work this way in the 
future." Under a deal hammered 
out between the US and EU - 
which EU officials insist is no 
more than an informal under- 


standing - Mr Ruggiero, who is 
almost 65, will serve a single 
four-year term and will be suc- 
ceeded by a non-European. 

More controversially, Mr gin? 
Chul-su of South Korea, the other 
official candidate, was persuaded 
to withdraw his candidacy yester- 
day after the US. with EU agree- 
ment proposed he be made Mr 
Ruggiero's deputy. If approved, 
this would make Mr_Kim the 
highest-ranking Korean in any 
international organisation. 

Washington had backed Mr 
Carlos Salinas de Gortari, former 
Mexican president, for the WTO 
post, but he was forced to drop 
out of the race this month follow- 
ing the Mexican financial crisis 
and the arrest of his brother Raul 
in connection with a high-level 
political assassination. 

To the fury of the EU, US offi- 
cials then said neither of the two 
remaining candidates were 
acceptable and that Mr Ruggiero 
was “protectionist”, raising the 
prospect that the contest would 
have to start again with new can- 
didates. 

Although Mr Ruggiero had 
already built up a commanding 
lead among WTO members, 
including former Salinas support- 

Contmued on Page 14 
‘Rocky’ Ruggiero faces hard 
task. Page 5 
Editorial Comment, Page 13 


By WlUam Dawldns in Tokyo 

Japanese police yesterday said 
they had pinpointed possible sus- 
pects for Monday’s nerve gas 
attack on the Tokyo subway, 
which left eight dead and nearly 
5,000 injured. 

As Tokyo struggled back to 
normal, newspaper and television 
reports demonstrated anger at 
what is being interpreted as a 
deliberate attempt to threaten 
Japan's prized social stability. 

Police said they had 30 eye- 
witness accounts of at least five 
suspicious-looking people seen 
leaving packages on trains soon 
after 8am an Monday, the peak of 
the Tokyo rush hour. This sup- 
ports the authorities' belief that 
the attack was the work of an 
organised group. 

Police said they wanted to 
interview a man in his 30s. recov- 
ering in hospital after collapsing 
from the fumes. He is not 
believed to be a culprit, police 
said. Witnesses saw him kicking 
a package containing a glass bot- 
tle of foul-smelting liquid on to 
the platform at Kodenmacho sta- 
tion, on the HTbiya line in central 
Tokyo. ffe“3etf when questioned 
by a fellow passenger, but fainted 
after running a few yards. 

A lawyer representing the 
fringe religious cult mentioned in 
Japanese media reports. Aran 
Shinri Kyo (Aum "Supreme 
Truth”), yesterday denied any 
involvement. The group, three of 
whose followers were recently 
arrested for alleged kidnapping, 
claimed it had been framed by 
the government. 

Fears of copycat attacks in 
Japan and internationally spread 
yesterday. New York City's sub- 
way system was placed on anti- 
terrorist alert from Monday, and 
the South Korean government 
ordered security checks on all 
mass transport systems. Spain 
and Italy also tightened security 
in their cities. 

The three Tokyo subway lines 
closed by the attack reopened 
yesterday after chemical warfare 
experts removed five canisters of 
the gas, believed to be sarin, a 


Carriers ‘to spend $l,000bn 
on aircraft in next 20 years’ 


By Michael Skapinker, 

Aerospace Correspondent, 

In London 

Airlines will spend more than 
SLOOObn on aircraft over the next 
20 years to satisfy growing 
demand. Airbus Industrie, the 
European manufacturing consor- 
tium, said yesterday. 

Mr Adam Brown. Airbus’s vice 
president for strategic planning, 
said he expected air travel to 
grow by an average of 5.L per 
cent a year over the next 20 
years. Although this is lower 
than the average 6.7 per cent 
increase between 1970 and 1993, it 
will still represent a tripling of 
air travel 

Airbus said demand would be 
fuelled by economic growth in 
Asia. Average annual air trips a 
head in China and India were 
currently about 1 per cent of 
those in the US and would grow 
strongly. 

The consortium’s optimistic 
view comes in spite of a decision 
by Boeing, its US rival to cut 
7.000 jobs this year. Boeing said 
several airlines had decided to 


postpone aircraft deliveries 
because of the weak aviation 
market. Mr Brown said: “Despite 
some residual gloom and doom 
from other manufacturers, we 
remain very confident that in the 
long run air transport will prove 
to be one of the world's great 
growth industries." 

He said be expected airlines to 
buy 15,000 aircraft by the end of 
2014. Airlines and leasing compa- 
nies have already ordered about 
1,600 of these. The remaining 
13.400 are worth SLOOObn at cur- 
rent values. 

The North American air pas- 
senger market is expected to 
grow by only 3.7 per cent a year. 
Airbus says air travel in China 
will grow by an average annual 
rate of more than 10 per cent 

By 2014. the capacity of Asian 
aircraft fleets will have over- 
taken that of the airlines of 
North America. Airbus said. 
Asian fleet capacity will rise to 33 
per cent of the world total from 
23 per eent today. North Ameri- 
can airlines' share will drop to 32 
per cent from 39 per cent today. 
European airlines' share will 


decline to 24 per cent from 26 per 
cent today. 

Airbus also expects aircraft to 
become bigger over the next 20 
years, with the average number 
of seats per aircraft worldwide 
rising from the present 179 to 240. 
Aircraft In Asia wlli have an 
average 356 seats. 

The consortium said that by 
2014, it expected airlines to have 
bought 860 aircraft with more 
than 600 seats. 

Mr Brown said high-speed rail 
systems would take a share of 
some short-haul travel markets, 
particularly in Europe. 

However, he said airlines 
would hold their own against 
train journeys of more than three 
hours. Aircraft would prove to be 
environmentally more acceptable 
than high-speed trains, he added. 

“With modem aircraft, the 
noise nuisance is effectively con- 
tained within the airport bound- 
ary, but the huge physical barri- 
ers needed to contain the noise 
from high speed trains could one 
day become as serious as envi- 
ronmental threat as the noise 
itself." 
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Members of the Japanese army's chemical warfare unit decontaminate Tokyo underground carriages rm> 


nerve agent developed by Ger- 
many in the 1330s. But officials 
said traffic was 30 per emit below 
normal, even for yesterday’s 
national holiday celebrating the 
first day of spring. Road traffic 
was also .sparse. 

(hi the ffibiya line, the worst 
hit. passenger traffic was 10 per 
emit of normal. The line still car- 


ried the smell of chemicals used 
to remove traces of sarin. Some 
of those affected by the fames 
started to return home yesterday. 

Of those who inhaled large 
doses two more, a train driver 
and a commuter, died yesterday, 
in addition to the six killed on 
Monday, while 75 people were in 
critical condition. Mr Ryuzo 


Mikami, director of St Luke's 
International Hospital in Tokyo, 
said most victims would be 
released in the next few days, but 
serious cases risked having per- 
manent damage to the nervous 
system, liver, lungs and eyes. 

Attack that breaks the 
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Dini slaps curbs on media 
coverage during elections 





Hr Lamberto Dini, Italy’s prime minister, addressing the Italian 
Senate yesterday ap 


By Robert Graham in Rome 

What price the presidential 
signature on an urgent decree 
issued by the Italian 
government? 

Senators of the rightwing 
National Alliance yesterday 
put a question in parliament 
dPTWttiding to know whether it 
was true that a special military 
aircraft bad Down a decree to 
Ankara, the Turkish capital, to 
obtain the signature of Presi- 
dent Oscar Luigi ScaHaro, who 
is on an official visit than. The 
decree introduced extensive 
new controls on media cover- 
age during elections in Italy. 

Though the question was 
deliberately provocative, it 
underlined the extent of 
unease over the haste with 
which Hr Lamberto Dini. the 
prime minister, has gone about 


securing operational measures 
covering such a sensitive 
aspect of national politics. 

The introduction of the mea- 
sures on media coverage was 
one of the four tasks set by Mr 
Dini when he accepted his lim- 
ited government mandate in 
January. This was an attempt 
to satisfy the concerns or par- 
ties in the centre and on the 
left about the advantage 
ob taine d by Mr Silvio Berlus- 
coni, the previous prime minis- 
ter. through his ownership of 
three commercial television 
c hanne ls and the placing of 
supporters to run the state 
broadcasting organisation. 

The first draft of the decree 
was shown to parliament in 
mid-February was immedi- 
ately dismi ssed as too complex. 
Mr Dini then gave the politi- 
cians until March 10 to come 


up with their own solution. 
However, parliament became 
side-tracked In a battle over 
the government's mini-budget 

Faced with such inactivity 
and regional elections on April 
23. Mr Dini sent a revised ver- 
sion of the proposal as a decree 
for signature to President Scal- 
faro late on Monday. This has 
immediate effect but must be 
approved subsequently by par- 
liament 

It imposes a ban on all pro- 
paganda slots on television 30 
days before the elections. This 
has been the most controver- 
sial aspect and contested vigor- 
ously by the Berlusconi camp 
who argue the ban is unneces- 
sarily severe. 

Another controversial aspect 
is the tight controls placed 
upon talk shows, an important 
feature of all Italian television 


channels. The hosts must fol- 
low strict guidelines of impar- 
tiality or face stiff sanctions. 

The main novelty is the theo- 
retically rapid imposition of 
sanctions. Instead of taking 
months, the chairman of the 
media watchdog commission 
can impose fines and order re- 
balancing of programmes 
within four days. Complaints 
will be settled within 4$ hours. 

In general, the political par- 
ties have accepted that the 
present measures are tempo- 
rary and the debate in parlia- 
ment will focus on the broader 
problem of the political control 
of television. Here there are 
signs that both the Berlusconi 
ram p and his opponents are 
sending feelers to establish a 
consensus prior to the general 
election which is likely to be 
held no later than the autumn. 


EUROPEAN NEWS DIGEST 


Turks keep up 
Kurd attacks 

Turkish aircraft pounded Kurdish rebel camps atong a 3WIm 

ceSXfor tie option ^olmgupto 

SeTrt lira sofcto* 

dead. The casualty figure contrasted shaiply with one of MO 
PKK rebels being UDed. with no Turidsh casualties, which 
™b2n Sve^rfii; by Mr Mehmet Golhan, defence man* 

ter. Reuter. Diyorbokir, Turkey 

■ Mr Onur Oymen, Turkey’s ambassador to Gemany. W®; 1 
day held talks with the German interior nunfctty in atedtp. 
halt the wave of arson attacks against ! 

centres, newspapers, and mosques. The I 

bombings earlier in the day of the Hflmyet dafly newspaper in 
Berlin, and banks in Cologne and Gelsenkirchen m the Ruhr 
district. The interior ministry has blamed Kurdish ffinifcmU 
However, the attacks coincide with a decision by Mr Manfred 
Kanther, the interior minister, to deport Kurmsh mflrtants 
based in Germany. Several states governed by the Social 
Democratic party have said they will not implement the deci- 
sion. for humanitarian reasons. Judy Dempsey, Bom 


Both sides think they will be able to dictate the terms of peace, writes Laura Silber Rnnn COStl 

Bosnian rivals see no , decision 

Federation faces attack Sort) C^TxIlTKl 

•m A . # A t. • posatora or Mount Mafavica- !9I1 <11118 

alternative to war v. ■ lgs==? l the budget 

T he outbreak of fighting tegic Mount Vlasic, north of the Moslem-Croat federation a . tLw* ^ ®y Judy Dempsey In Bonn 

between Bosnian Serbs Moslem-held Travnik. third of the 70 per cent of Bos- 'H * 

and Moslems this week UN officials are aware of the nia they control L RnsMiA.MPnr.pnnv'iMA • The decision by the German 


Federation forces attack 
Sob pcotfoos on Mart 
Vlasc outside Travfdt 


Federation faces attack Sob 
positions on Mount Mafevica - 
Serbs respond by stafing Tutia 


T he outbreak of fighting 
between Bosnian Serbs 
and Moslems this week 
signals that the two sides are 
convinced that, without prog- 
ress toward a negotiated settle- 
ment. war is the way forward. 
Military commanders have in 
any case boasted how they 
used the 11 weeks since the 
ceasefire went into effect to 
prepare for more war. 

The Moslem-led Bosnian gov- 
ernment wants to destroy the 
myth of Serb invindbiiity on 
the battlefield while Bosnian 
Serb leaders reckon they will 
get a better deal once western 
countries realise that they are 
the winners. 

An unexpected snowstorm 
slowed the fighting yesterday, 
which shattered a country- 
wide ceasefire. “The activities 
were a serious body blow to 
the cessation of hostilities 
agreement," said Mr Chris 
Gunness, UN spokesman. 

Bosnian Serb and govern- 
ment forces clashed for the sec- 
ond day running near Tuzla, 
the government stronghold in 
north eastern Bosnia. 

Casualty figures were not 
available. On Monday, 21 peo- 
ple were killed and 76 injured 
when a shell fired by Serb 
forces hit_a Bosnian govern- 
ment army barracks in the cen- 
tre of Tuzla, said Sarajevo 
radio. The Serb shelling was in 
response to a Moslem offensive 
on Mount Majevica, strategic 
heights near the Serb supply 
corridor which runs across 
northern Bosnia. 

In central Bosnia, Bosnian 
Serbs said government forces 
had advanced around the stra- 


tegic Mount Vlasic. north of 
Moslem-held Travnik. 

UN officials are aware of the 
helplessness of their position. 
Bosnian leaders have become 
Increasingly hostile to the UN 
and less receptive to pressure. 
Mr Yasushi Akashi UN special 
envoy to former Yugoslavia, 
last week left Sarajevo having 
failed to secure any agreement 
from the rival leaders to shore 
up the truce, much less to 
renew it when it expires on 
May 2. 

Mr Alain Jupp6. the French 
foreign minister, yesterday 
appealed for the renewal of the 


the Moslem-Croat federation a 
third of the 70 per cent of Bos- 
nia they control 

Mr Haris SOajdzic, the Bos- 
nian prime minister, said 
that the Serbs' refusal to 
accept the proposal leaves his 
army little choice but to 
resume fighting, tearing that to 
continue with a ceasefire will 
only cement Serb gains. 

Bosnian government com- 
manders, whose troops are 
more numerous but more 
poorly armed, want to take 
advantage of the warm 
weather to launch offensives. 
Infantry can move more easily 
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ceasefire. After meeting Mr than artillery over Bosnia’s 


Andrei Kozyrev, his Russian 
counterpart, who, along with 
France is part of the five-na- 
tion Contact Group, he pre- 
dicted the war in Bosnia will 
intensify. 

Bosnian Serbs have rejected 
the Group's proposal which 
calls on them to hand over to 


mostly mountainous terrain were dropping weapons to the 
especially under cover of Moslem-led Bosnian army, 
spring greenery. - In the event of a full-blown 

The ceasefire also gave the ‘ war. Mr Radovan Karadzic, the 
government a chance to pro- .Bosnian Serb leader, would 
cure more arms. The assault -. strengthen his grip on power, 
was launched from Tuzla, last . Seen from his view point an 
month the focus of UN aliega- escalation would weaken 
tions that C-130 cargo aircraft efforts by President Slobodan 


Despairing Juppe hopes Moscow and Washington 
will use their regional influence to salvage ceasefire 


Mr Alain Jnpp6, French foreign minister, 
yesterday said be was “each day more con- 
vinced that we are going towards a resumption 
of fighting" in Bosnia, writes Edward Mortimer 
in Paris. After a meeting in Paris with his 
Russian counterpart, Mr Andrei Kozyrev, he 
appealed to “whoever has influence” to do their 
utmost to save the crumbling ceasefire, an 
apparent hist to the US and Russia to use their 
influence on the Bosnian government and 
Serbs. 

Mr Jupp6 was speaking at the end of a confer- 
ence at which the 52 member states of the 
Organisation for Security and Cooperation in 
Europe formally adopted a “stability pact”. 


intended to prevent Bosnia-type conflicts else- 
where in Europe by settling disputes and 
cementing good bilateral relations between 
neighbours. He described the pact as “the first 
great exercise in preventive diplomacy after the 
cold war”. But, he stressed, the task remained 
unfinished. 

Bilateral talks on border and ethnic minority 
issues were continuing between Romania and 
Hungary, and Estonia and Russia. Beyond that, 
Mr Juppe said, “we must now reflect on 
whether the method can be extended to other 
geographical zones”, including the Balkans. 
But in Bosnia and Croatia the immediate task 
was to stop the war. 


V Source; UTWCB. FT 

Milosevic of Serbia to destabil- 
ise bis former proxies in Bos- 
nia. 

In a bid to marginalisp his 
Bosnian Serb rivals. Mr Milos- 
evic yesterday met with Mr 
Muhamed Filipovic, a Bosnian 
government envoy, in Bel- 
grade. 

Any agreement between Bel- 
grade and Sarajevo would fur- 
ther isolate the Bosnian Serb 
leadership. It also would put 
more pressure on the year-old 
Moslem-Croat federation. If the 
Bosnian government hopes to 
score any gains against the 
Serbs, they need their Croat 
allies to mount an advance on 
the northern corridor from 
Croatia. 

Failing a new diplomatic ini- 
tiative, the arrival of spring 
makes more remote the 
chances for peace. Mr Gunness 
said: “We have no choice but. 
against all odds, to carry on 
hanging the peace drum even 
when the sound of mortars is 
drowning it out” 


Dublin strives to keep punt in front row 


Ireland has battled harder than 
most to preserve its position 
among Europe's hard curren- 
cies. despite its links to the UK 
and the downward floating 
pound sterling. 

So far the struggle has suc- 
ceeded. a testimony to Irish 
defiance summed up by Mr 
Ruairi Quinn, the new finance 
minister, whose craggy fea- 
tures suggest he has stepped 
straight out of the front-row of 
the national rugby team. 

Mr Quinn is a quick-witted 
advocate of the Irish cause and 
the wider European argument 
which suggests that external 
forces - notably the precipitate 
decline of the dollar - are 
chiefly to blame for the latest 
crisis inside the European 
exchange rate mechanism. 

Over breakfast yesterday, Mr 
Quinn spoke about EU ministe- 
rial discussions on the future 
of the ERM and various ideas 
floated to restore order to the 
international monetary sys- 
tem, such as co-ordinated inter- 


Ireland’s finance minister Ruairi Quinn talks to 
Lionel Barber about the recent currency turmoil 


vention to support the dollar 
or adjust the D-Mark along the 
lines of the 1980s Plaza and 
Louvre accords. 

He said that at a meeting of 
EU finance ministers last Mon- 
day the consensus was that the 
dollar was nearing the end of 
its role as the world’s global 
reserve currency. This was 
partly due to the end of the 
cold war and the US role as 
undisputed economic and mili- 
tary leader of the west 

In the short term, ministers 
believed the US would not take 
any immediate action to prop 
up the dollar. With the presi- 
dential elections less than 18 
months away, the consensus 
was that neither the adminis- 
tration nor Congress was likely 
to push for a reduction in bud- 
get deficits or a rise in interest 
rates. 


Similarly, ministers agreed 
that it was unlikely that the 
Bundesbank would ease inter- 
est rates, despite hints by Mr 
Hans Tietmayer, its president 
The most important constraint 
was the recent inflationary 
public sector wage claims in 
Germany. “There is no quick 
fix," he concluded, “we have to 
tough it out" 

What else is to be done? 
Ireland’s predicament is like 
that of other small countries 
whose economies are tied to 
bigger ones, such as Denmark 
and Austria to Germany, Por- 
tugal to Spain, and Canada to 
the US. “The small boats in the 
bay always know where the 
big boats are. the big boats 
never know," says Mr Quinn. 
“We can't change geography." 

Yet Ireland has done better 
than most. Since it entered the 


then European Community in 
1973, it has reduced the propor- 
tion of its trade with the UK 
from 80 per cent to 30 per cent, 
mostly indigenous food 
exports. Though these indus- 
tries are jobs-intensive. the 
Irish intend to loosen progres- 
sively the umbilical cord with 
Britain. 

But Ireland also epitomises 
the European dilemma as the 
15 member states strive to 
meet the targets set down by 
the Maastricht treaty for Euro- 
pean monetary union. Though 
growth is expected to be high 
(6 per cent this year), it 
remains vulnerable to high 
unemployment tin ore than 17 
per cent last month). 

Mr Quinn counters that 
Ireland, along with Luxem- 
bourg, is the only EU member 
state to meet Maastricht's 


tough budgetary deficit and 
debt targets. 

Its inflation rate has aver- 
aged under 3 per cent, com- 
pared with the EU average of 
■L5 per cent Unemployment is 
high, “but we are no longer 
treading water”. 

Ireland wants to convince 
the outside world its economic 
future is not wholly dependent 
on Britain. Yet it clearly hopes 
the UK will have second 
thoughts about not joining a 
single currency in 1999. 

The nightmare Tor Ireland is 
having one foot in a fixed 
exchange rate camp with the 
French and Germans, and the 
other in the UK running a 
floating exchange rate policy. 

No wonder Mr Quinn, like 
several of his EU colleagues, 
welcomed the assault of Mr 
Kenneth Clarke. UK Chancel- 
lor of the Exchequer, on Brit- 
ish Euro-sceptics for undermin- 
ing sterling and, implicitly, 
making the UK's chances of 
entering Emu more difficult 


decision 
strains 
the budget 

By Judy Dempsey in Bonn 

The decision by the German 
government and opposition to 
subsidise the coal industry 
from the budget has put the 
finance ministry’s target of 
keeping the budget deficit 
under DM60bn (,S43bn) next 
year under renewed pressure. 

Under the terms of last 
week's agreement, the coal 
industry will receive DM7.5bn 
in subsidies next year and a 
further DM 7 bn in 1997 and 
1998. However, a finance minis- 
try official yesterday confirmed 
that “we have no idea what 
savings can be made [from the 
budget). It may be difficult to 
keep the deficit under our 
planned DM60bn". 

The need to seek financing 
for the coal industry from 1996 
until 2000 was precipitated last 
December by a constitutional 
court decision. It ruled that the 
Kohiepfermig, an 8.5 per cent 
levy imposed on electricity 
consumers to offset the price of 
imported coal, was unconstitu- 
tional after 1995. By a 2994 law, 
the government is committed 
to supporting the industry by 
about DMTbn a year until the 
end of the century. 

Last week's decision comes 
in the wake of three other addi- 
tional expenditures. 

• The increase in the tax 
threshold for the lowest paid 
which will result in a revenue 
shortfall officially estimated at 
DMtiibn. 

• The government’s planned 
rise in child benefits which 
will lead to a further DM0bn 
net revenue loss. 

• The the DM6bn required for 
the federal railways, since it 
will not be allowed take up 
loans after 1995. 

“The broad public deficit is 
likely to rise again in 1996 to 
about 3.5 per cent of gross 
domestic product after falling 
from a peak of 6-25 per cent in 
1993 to about 3 per cent this 
year." said Mr GQnther 
Th nmann, an economist at 
Salomon Brothers in Frank- 
furt. 

The Bundesbank and econo- 
mists see some room for man- 
oeuvre. “The coal subsidies 
may be paid out of further cut- 
backs in the public sector," 
said Mr Thnmann. It is also 
hoped that the extra subsis- 
tence and child benefit allow- 
ances. as well as the cheaper 
electricity prices following the 
scrapping of the Kohiepfermig. 
might finally stimulate a rise 
in private consumption, which 
has remained sluggish as a 
result of tax increases intro- 
duced last January. 

However. Mr Thumann said; 
“We cannot be that optimistic 
particularly since any addi- 
tional disposable income might 
be used to replenish savings 
which people have dipped into 
over the past year." 


US and Russia attempt to limit the damage 

Bruce Clark, Diplomatic Correspondent, examines the background to today’s fence-mending exercise 

R enewed fighting in both Bos- But the precise terms of the will not routinely play host to foreign Moscow in May marking the 50th possibility of further deep cuts in stirs 
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R enewed fighting in both Bos- 
nia and Chechnya has 
clouded the atmosphere for 
today’s meeting in Geneva at which 
the US and Russia will be struggling 
to patch up their differences over 
European security, arms control and 
proliferation issues. 

Mr Warren Christopher, the US sec- 
retary of state, and Mr Andrei 
Kozyrev, the Russian foreign minis' 
ter, will be looking for a way out of 
the impasse that has arisen following 
Moscow’s objections to a US-inspired 
{dan for Nato enlargement. 

The US and Russia have been dis- 
cussing since January the possibility 
of clearing up misunderstandings 
over European security through an 
exchange of letters between Presi- 
dents Bill Clinton and Boris Yeltsin. 


But the precise terms of the 
exchange - expected to include an 
assurance to Moscow that the west 
does not intend to isolate Russia - 
have so for proved impossible to agree 
on. 

As Russian officials see it, tbe US 
letter might pave the way for some 
formal consultation mechanism 
between Russia and Nato. This would 
stop short of giving Moscow an 
explicit veto in European security, 
but it would formalise Russia's right 
to be asked about strategic issues. 

Russian officials have hinted at sev- 
eral others moves the west could 
make to sweeten the pill of Nato 
embracing Moscow's former satellites 
in central Europe. 

These include: 

• a promise that newcomers to Nato 


will not routinely play host to foreign 
troops or nuclear weapons; 

• clearer western recognition of Rus- 
sian influence in the former Soviet 
Union; 

• and a revision of the terms of tbe 
treat)' on conventional forces in 
Europe. 

However, the west has shown no 
sign of yielding to any of these 
demands, and Moscow his given no 
firm promise to bless the expansion of 
the western alliance in the event of 
their acceptance. 

Mr Kozyrev and Mr Christopher 
will also be discussing the longer- 
term outlook for US-Russian rela- 
tions, which received a badly needed 
boost this week when President Clin- 
ton accepted the President Yeltsin’s 
invitation to attend celebrations in 


Moscow in May marking tbe 50th 
anniversary of the end of the war in 
Europe. 

The prickly state of US-Russian ties 
was underlined yesterday when Rus- 
sian officials tried to play down asser- 
tions, made last week by Mr Yeltsin 
himself, that military hardware would 
be kept out of sight in the victory 
parade to avoid embarrassing Mr 
Clinton. Mr Yuri Yarov, a deputy 
prime minister, claimed US sensibili- 
ties had not been a factor in planning 
the celebrations. 

While enthusiasm in Moscow for 
the US-Russian relationship lias 
cooled distinctly in recent months, 
Russian officials say there is still an 
urgent need for both countries to 
work together in the field of nuclear 
non-proliferation, and to map out tbe 


possibility of further deep cuts in stra- 
tegic arms. Before that can be done, 
however, say diplomats, there are 
considerable obstacles to the fulfil- 
ment of existing arms treaties that 
need clearing. 

Mr Andrei Kortunov, deputy direc- 
tor of the US and Canada Institute in 
Moscow, described today’s meeting as 
“an exercise in damage limitation". 
He said that despite aD the irritants 
in US-Russian relations, “there is a 
clear desire on both sides to avoid 
explicit conflict”. 

The Russian parliament, he said, 
seemed unlikely to ratify the Starts 
treaty on long-range arms without 
attaching preconditions. Mr Yeltsin 
might therefore decide simply to 
implement the treaty without for- 
mally ratifying it. 


Spanish trawlers have resumed fishing in the disputed area of 
the north-west Atlantic where Canada seized a vessel earner 
this month provoking a diplomatic dispute between Canada 
and the European Union. According to the Cana di an fisheries 
de par tment, the vessels were sighted on Monday evening and 
early yesterday morning on the “Nose" of the Grand Banks* 
just outside Canada’s 200-mile fishing zone. 

The department said it was “monitoring the situation." Mr 
Brian Tobin. Canada’s fisheries minister, last week warned 
that any vessels caught fishing Greenland halibut, also known 
as turbot, in this area faced the same enforcement action 
taken against the Spanish trawler Estai. The Estai was 
arrested and escorted to St John’s, Newfoundland. Tt was 
released last week after its owners posted a CS500.00C 
(US$357,000) bond. Charges were laid against its captain, under 
Canada's fish conservation laws, and part of its cargo was 
confisc ated. Spain, backed by other European Union members, 
disputes Canada's right to enforce its laws beyond the 200-mile 
limit. Bernard Simon, Toronto 

Tapie prosecutor urges jail term 

The prosecutor in the trial of Mr Bernard Tapie in Valenci- 
ennes yesterday requested that the Radical party politician 
and former head of Olympique-Marseille football club serve six 
months in jail for allegedly being responsible for “corruption 
and suborning two witnesses” in rigging a match two years 
ago between his club and Valenciennes. Mr Tapie said: “IF 
necessary, I will go [to prison). . . it won’t be the death of me." 

The case against him appeared to take a turn for the worse 
on Monday when Mr Jean-Pi erre Bemfis, a former Marseille 
manag er, said he had agreed with Mr Tapie that they would 
claim a phone call that Mr BernSs received from Mr Boris 
Primorac, an ex-trainer at Valenciennes, was an offer to rig 
the match. But Mr Primorac has affirmed that once the match 
was played and the bribery allegations surfaced, Mr Tapie 
offered him money to take the hlamp for initiating the match- 
rigging. 

Mr Tapie denied meeting Mr Primorac on the day in ques- 
tion but his alibi that he was mating a follow left-wing MP, 
Mr Jacques Mellick, elsewhere collapsed on Saturday when 
the latter admitted lying. Mr Mellick Is now to stand trial for 
allegedly pressuring a witness to support his false story. David 
Buchan, Paris 

Romanian sell-off bill passed 

Romania’s Chamber of Deputies yesterday- passed a delayed 
mass privatisation programme (MPP) and the country's first 
post-communist bankruptcy law. Both bills have been 
approved by the Senate and now pass to President Ion Diescu 
for promulgation. The MPP aims to sell off about 3,000 state 
companies, around half of those earmarked for privatisation: 
under a 1991 law. within the next year. The IMF and World 
Bank have made Anther loans conditional on the passing of 
bankruptcy legislation and the acceleration of privatisation, 
Romania has sold off about 900 mainly small state companies 
under the 1991 scheme, with most purchased by management 
and employee groups. 

Analysts and World Bank and IMF officials have welcomed 
moves to speed up privatisation but say the MPP is too 
complicated and will be difficult to implement. Yesterday’s 
voting came as about 40,000 workers protested in Bucharest 
over the government’s decision to freeze public sector wages 
at last November’s leveL Virginia Marsh. Budapest 

Fraud raid at Commission 

Belgian fraud police raided European Commission offices yes- 
terday in the latest step of a probe into alleged of 

European Union money earmarked for tourism projects. The 
raid focused on the offices of the Commission’s tourism direc- 
torate, workplace of three officials who have been suspended 
while police inquiries continue. Mr Nikolaus van der Pas, 
spokesman for Commission President Jacques San ter, said the 
action was at the Commission’s request, adding that diplo- 
matic immunity for the three officials, one French and the 
others Greek, had been lifted. 

Allegations concern money paid in 1990 to secure contracts 
awarded as part of the European year of tourism, UK televi- 
sion station ITN reported. It said that payments of up to 
£300,000 ($492,000) were allegedly made in return for contracts. 
The fraud probe has added fuel to the 15-country bloc's fester- 
ing row over spending controls on its budget Reuter, Brussels 

ECONOMIC WATCH 


Producer prices edge up 

Western Germany West German producer prices 
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Businessmen 
strain at 
EU chains 


By John Mason tn London 

A programme of deregulation 
throughout the European 
Union is urgently required “to 
stem the slow bleeding of 
Europe’s economic lifeblood", 
an Anglo-German working 
group of businessmen report- 
ing to their two governments 
concluded yesterday. 

The reduction of labour war, 
ket legislation, the appoint- 
ment of a senior European 
commissioner with specific 
responsibility for deregulation 
and the repealing of a number 
of EU directives were among 
the group’s proposals designed 
to create a new climate of 
reducing burdens on business. 

The Anglo-German deregu- 
lation group was set up by Mr 
John Major, the British prime 
minister, and Chancellor Hel- 
mut Kohl after their summit 
last April. Members of the 
group included Mr Peter Agar, 
deputy director-general of the 
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EUROPE CLOSES RANKS OVER CULTURE 


EU set to strengthen film and TV quotas 


Confederation of British Indus- 
try, and Dr Bemd Gottschalk, 
a director of Mercedes Benz. 

Their report was welcomed 
by Mr Major who said: “Too 
much red tape, whether at 
home or from Brussels, can 
only strangle competitiveness. 
I believe that the British and 
German governments must 
work closely together to pro- 
mote deregulation in Europe 
over the coming months.'* 

The report warned that over- 
regulation in the EU was an 
increasingly dangerous threat 
to the economic competitive- 
ness of member states. Each 
week saw more regulation 
passed and more businesses 
deciding to locate outside the 
EU, it said. 

ft was particularly critical of 
legislation inhibiting a flexible 
labour market, concluding that 
it entrenched rigidities. 

“There are several proposed 
or agreed directives which are 
inconsistent with the growth of 
flexible working and which 
accordingly will destroy jobs in 
Europe at a cost to Europe 
which could run into tens of 
billions of Ecus," it warned. 

The working time and atypi- 
cal work directives on working 
hours were singled out as 
being a particular burden on 
business and should be aban- 
doned, the group recom- 
mended. Health and safety leg- 
islation should also be 
reviewed, notably the display 
screen equipment and physical 
agents directives. 

The group made a special 
study of three sectors: chemi- 
cals, food and transport. 

It recommended lessening 
the impact on the rhem irate 
industry by amending the pro- 
posed integrated pollution pre- 
vention control directive and 
the dangerous substances 
directive. The food industry 
sho uld be aided by abandoning 
proposals for more sweeteners 
labelling and to limit tobacco 
advertising. In transport, the 
group recommended ending 
any attempt to bring in Euro- 
pean standards for the move- 
ment of hazardous goods. 


By Caroline Southey 
fan Brussels 

The European Union 
commissioner for audio-visual 
affairs -will today propose 
strengthening the EU*s quota 
in the short term to protect its 
television and film industry 
against foreign productions. 
However, the system win be 
scrapped after 10 years. 

Senior EU officials are confi- 
dent Mr Marcelmo Oreja's pro- 
posal will break the deadlock 
over a revised quota system for 


the Union. His latest draft 
attempts to strike a balance 
between countries such as 
France, Greece, Portugal and 
Belgium, which want a stron- 
ger quota system, and others, 
such as Britain, which want it 
scrapped altogether. 

"There is a commitment 
among all the commissioners 
to end the impasse. All would 
like to see the matter settled 
soon. There appears, to be a 
majority in favour of the com- 
promise.” an EU official said. 

France is expected to oppose 


the 10-year limit imposed on 
the quota, but Commission offi- 
cials were hopeful that it 
would support the measures. 

Disagreement about the 
quota was triggered last year 
when France, backed by some 
commissioners, sought to 
strengthen the EU*s 1980 Tele- 
vision Without Frontiers direc- 
tive. 

This requires 51 per cent of 
material shown by European 
television channels to be of 
European origin, but only 
“where practicable". 


France fought hard to per- 
suade its European partners 
that the directive should be 
strengthened by the removal of 
the words “where practicable" 
and a tightening of the defini- 
tion of European-made pro- 
grammes to exclude chat and 
game shows. 

Mr Oreja's draft, which has 
already been revised since it 
was first put to Commission 
officials last week, removes the 
words “where practicable" 
which will close any loopholes 
in the present system. 


But in a bid to keep coun- 
tries which oppose the quotas 
on board, the system will be 
scrapped after a decade. 

Mr Oreja's plan proposes 
that new multimedia services, 
such as television on demand, 
should be kept out of the direc- 
tive. 

Instead, a trilateral commit- 
tee representing Mr Oreja, Mr 
Martin Rangpinann, commis- 
sioner for industry, and Mr 
Mario Monti, internal market 
commissioner, will draw up 
separate proposals as a first 


step to creating new legislation 
for the sector. 

The proposal also distin- 
guishes between channels that 
wake general programmes and 
“ thematic " channels such as 
TNT and Cartoon Network. 
“Thematic" channels will have 
the choice of sticking to the 
production quota or investing 
25 per cent of their budgets in 
European productions. 

The plan still has to be 
agreed by EU culture ministers 
who meet in Luxembourg on 
April 3. 


France defends cinematic legacy 


By Andrew Jack In Paris 

The country that invented the 
cinema is not going to give up 
its legacy easily - especially on 
the centenary of its birth. 

As France intensifies its 
campaign to maintain state 
support for its film industry, it 
is a I on reflecting on Hnpmatog - 
rapby over the past 100 years. 
In 1895 the brothers Lumfere - 
Louis and Auguste - developed 
the concept of moving pictures 
in Lyons, and were swiftly fol- 
lowed by two others whose 
names live on today in French 
film: Charles Pathe and Leon 
Gaumont 

The centenary of cinema has 
brought a bout of celebrations 
including a national cinema 
day in January, construction of 
a new cinema museum in 
Paris, widespread release of 
the recently discovered colour 
version of Jacques Tati's clas- 
sic comedy Jour de Fete, and 
the inevitable debate on the 
future of cinema. 

However as the CNC. the 
government-backed national 
centre for cinematography, 
warned in its latest annual 
report last year the temporary 
victory for France in defending 
the film and TV industries in 
the Gatt trade talks was only a 
“temporary victory”. 

With France holding the six- 
month presidency of the Euro- 
pean Union and in the run-up 
to the presidential elections in 
April and May, politicians of 
all sides remain convinced of 
the need to shield the film 
industry, particularly from the 
influence of US culture. 


The EU: arguing over what to watch 



French cinema attendance 
and film production remains 
extremely strong, and a high 
proportion of the films shown 
in the country's cinemas are of 
French origin. 

The British may scoff at 
many French films involving 
little more than intense discus- 
sions about personal relation^ 
ships, but a number of films in 
recent years have proved popu- 
lar overseas as well as domesti- 
cally. 


In addition it was the Brit- 
ish, alongside the Italians 
whom the French have long 
considered their only cultural 
equals, who provided finance 
for the highest number of co- 
productions in France last 
year. Government levies and 
French language quotas 
required on the national televi- 
sion channels boosted the total 
number of financ ially aided 
films last year to 1,297 hours 
across the six channels . 


However, prospects for the 
future are not necessarily 
healthy. The number of French 
films produced last year 
dropped to 89 from 101 in 1993 
and total investment including 
co-productions fell from 
FFr3bn to FFr2 ^bn (£355m) 
last year. 

Equally, US films remain 
dominant in French cinemas, 
overtaking French films in 
1987 and now bolding about 57 
per cent of the market 


Gingrich warns 
of retaliation 
by Washington 


By Nancy Dunne 
in Washington 

A tightening of restrictions on 
foreign film and television by 
the European Union will not go 
unanswered on Capitol HilL 
Mr Newt Gingrich, the Speaker 
in the Republican-controlled 
House, and seven other Repub- 
licans met film industry execu- 
tives last week after which Mr 
Gingrich warned that the US 
could easily pass a law cutting 
off imports of Europe's "most 
sensitive, high-technology 
high-growth areas”. 

Mr Jack Valenti, president of 
tbe Motion Picture Association 
of America, and central figure 
in the formulation of the US 
response, yesterday played 
down threats of retaliation. He 
favoured waiting to see the 
final outcome of the EU initia- 
tive on quotas. 

Mr Gingrich, he said, 
"wanted to make sure that he 
[Gingrich] could do all in his 
power to make sure we had 
access to the world market- 
place.” 

Mr Valenti also said that the 
Speaker had agreed to estab- 
lish a task force of key commit- 
tee and subcommittee chair- 
man to work with the industry 
to develop goals which could 
be developed into legislation. 

The MPAA president has 
preferred to deal with the issue 


peacefully. He said Hollywood 
was “engaged in dialogue" 
with the European Producers 
Association and had met 
French producers. 

"My overarching aim is to 
help Europe build a strong 
busy thriving cinema and tele- 
vision industry,” he said. 

“Wherever the cinema and 
television industry In a coun- 
try is strong, the market is 
larger. Wherever there is 
expansion, we will get our just 
share of that if we put out tele- 
vision programmes and movies 
that people want to see." 

The US film industry is the 
country’s second largest export 
earner. The Clinton adminis- 
tration demonstrated its com- 
mitment to the industry's con- 
tinued health in a recent 
confrontation with China over 
intellectual property which 
ended all Chinese quotas on 
foreign films. 

Mr Valenti argued that the 
industry had nothing to do 
with government regulation: “I 
don’t know one prime minis ter 
that has ever made a movie. 

“Some people don’t under- 
stand. When you can hurl 
down programmes from a sat- 
ellite with the speed of light to 
3.5bn people simultaneously, 
you live in a global market- 
place. You can't fence off your 
borders. ... It is a worldwide 
marketplace." 
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NEWS: THE AMERICAS 


Republicans threaten to trim Commerce Department 


US agency defends its work 


By Nancy Duraw 

in Washington 


The US Commerce Department 
yesterday mounted a strong 
defence against the first of sev- 
eral Republican threats to 
slash its budget and transfer 
Its functions to other agendas. 

At a hearing before the Sen- 
ate international finance com- 
mittee, Mr Jeffrey Garten, 
under-secretary of commerce 
for trade, yesterday warned 
against a proposal to transfer 
part of the department's US 
foreign and commercial service 
to the State Department "ft 
would be tantamount to taking 
a train which has been going 
down a successful track and 
backing it up," he said. 

With a staff of 1,300 and a 
budget of $137m (£86ra) - the 
smallest for such a commercial 
agency among the industria- 
lised countries - the commer- 
cial service has been helping 
small- and medium-sized US 
companies devise export strate- 
gies and has been providing 
introductions to promising 
markets. 

Mr Garten said that, on a 
conservative estimate, every 
dollar spent by the Commercial 
Service (US&FCS) generated 
$29 worth of exports. His 
defence of the agency was 
backed by a former under- 
secretary. Mr J. Michael 




Jeffrey Garten Geft) and Jesse Helms: should the trade train be reversed? 


Farren, who warned that mov- 
ing the US&FCS “would be 
turning the clock back on 
Incremental progress made by 
three administrations''. 

The US&FCS dismember- 
ment has been proposed by 
Senator Jesse Helms, right- 
wing Ci b a ir m a r of the Senate 
foreign relations committee, 
who believes its foreign policy 
functions could better be per- 
formed at the State Depart- 
ment. But Mr Alfonse 
D 'Amato, chairman of the 
banking committee, threw his 
support behind Commerce. 

The attacks on Commerce 
come now that it has grown 
more visible. Mr Ron Brown, 


Commerce Secretary, vowed to 
make it “a power-house”. 
Within the business commu- 
nity! he Is widely thought to 
have succeeded. 

The commerce department 
will have to defend itself in a 
number of venues. The House 
appropriations sub-committee 
has already cut its grants for 
telecommun icatio ns infrastruc- 
ture and manufacturing tech- 
nology centres, two pro- 
grammes strongly supported 
by business. 

Senator Robert Dole, Senate 
majority leader mid a presiden- 
tial hopeful, has also backed 
government restructuring. Be 
wants the elimination of four 


Industry set for telecoms hearings 


By George Graham in Washington 


Telephone and television industry interest 
groups squared off yesterday for one last 
round of hearings before the Senate com- 
merce committee tomorrow starts line-by- 
line drafting work on a comprehensive 
reform of telecommunications legislation 
in the US. 

Senator Larry Press! er, the committee's 
Republican chai rman, and Senator Ernest 
Honings, its senior Democrat, have been 
working to pull together a bill both their 
parties can back but after meetings on 
Monday, three main issues remained unre- 
solved: whether cable television compa- 
nies should be released from the price 
restrictions imposed on them in 1992; 
whether rules to limit the number of tele- 
vision or radio stations a single company 
may own should be relaxed; and how far 
foreign companies should be allowed into 
US telecommunications markets. 

Mr Decker Anstrom, president of the 


National Cable Television Association, 
said cable companies saw their revenues 
flattened and their cash flow in decline 
last year as a result of the controls on 
their pricing, which had drawn support 
from both parties in 1992 because of wide- 
spread overcharging by companies enjoy- 
ing monopolies in their local areas. 

He said cable companies had cut their 
prices by 17 per cent and now faced com- 
petition, not only from telephone compa- 
nies, which have been allowed by the 
courts to start offering video services, but 
also from direct satellite broadcasting. 

But Mr Bradley Stillman, telecommuni- 
cations policy director of the Consumer 
Federation of America, countered that 
telephone companies and satellite broad- 
casting were not yet commercial competi- 
tors for cable. 

When competition exists in feet, he said, 
the 1992 law provides for its price restric- 
tions to be lifted automatically. 

On broadcast ownership, the National 
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Split in 
party over 
child tax 


Brazil seeks new ways 


to turn the lights on 


credit cap 


By George Graham 
In Washington 


departments and the merger of 
Commerce's trade functions 
with those of the US Trade 
Representative’s office. 

In the House, new members 
are calling for the complete 
dismantli n g of Commerce and 
of the departments of educa- 
tion. energy and housing. They 
will have to contend with 
senior Republican moderates 
such as Senator Christopher 
Bond, chairman of the sub- 
committee, who said: “In a per- 
fect world, we should not need 
an agency like the US&FCS.” 
But, without it US companies, 
especially small ones, would be 
at a serious competitive disad- 
vantage, be said. 


Association of Broadcasters yesterday 
told the committee that it supported 
repeal of restrictions cm the number of 
radio stations a company could own, but 
remained neutral on television station 
restrictions. 

Some media groups, led by Mr Rupert 
Murdoch’s Fox network, strongly support 
the repeal of restrictions on ownership of 
mure than one television station in a sin- 
gle market and on the percentage of the 
national market a single group may own. 
But repeal is opposed by most local sta- 
tions affiliated with the major ABC, CBS 
and NBC networks. 

Argument is also expected over the 
extent to which the current restrictions on 
foreign ownership of communications 
companies should be relaxed. The Federal 
Communications Commission has already 
proposed its own set of draft rules to link 
authorisation for a foreign company to 
enter the US market with reciprocal access 
for US companies to its home market 


More than 100 Republican 
members of the House of 
Representatives have written 
to their party's leaders asking 
for a proposed tax credit of 
$500 (£316) per child to be lim- 
ited to families with incomes 
of less than $95,000 a year. 

The letter is a significant 
break in party unity over the 
tax cut, which is one of the 
central planks in the Republi- 
cans’ Contract with America 
manifesto. It reflects growing 
concern among party mem- 
bers, not only that the pro- 
posed tax cut would make it 
harder to balance the federal 
budget, but also that they are 
being poshed into the position 
of defenders of the wealthy. 

The suggestion that the $500 
child tax credit shonld be 
capped at $95,000 incomes 
brings almost half of the 
House Republicans into closer 
alignment with President Bill 
Clinton, who has suggested a 
ceiling of $75,000, than with 
the Contract's suggestion of 
$250,000, which is estimated as 
apt to cost $105bn in lost reve- 
nue over the next five years. 

Mr Clinton’s narrower pro- 
, posal, which would be phased 
in and apply only to children 
under 13, rather than to the 
Republicans’ age limit of 18, is 
estimated to cost only S35bn 
over live years. 

Republicans have until now 
criticised Mr Clinton's pro- 
posed cap as an attempt to fuel 
class warfare. 

The letter yesterday has 
I drawn support from a broad 
range of Republican members. 
It was circulated by Congress- 
man Pat Roberts, chairman of 
the agriculture committee and 
in his 15th year in Congress, 
and by Congressman Greg 
I Ganske of Iowa, in his first 
term. Nine other committee 
chairmen signed and so did 34 
other first-term members. 

Hie House revolt over the 
tax cat comes as Senate 
Republicans are making dear 
that they planned to use any 
savings from spending cots to 
reduce the budget deficit, 
before even considering tax 
reductions. 

After a weekend retreat, 
attended by Republican and 
Democratic members of the 
Senate finance committee, as 
wen as by Mr Robert Rubin, 
treasury secretary, Senator 
Robert Packwood, committee 
chairman, said he was pre- 
pared to propose severe cuts hi 
government spending, includ- 
ing programmes often 
regarded as untouchable such 
as social security pensions and 
tax expenditures. 

“To the extent that we can 
both reduce the deficit to zero 
over seven years and have tax 
cuts, so much the better, but I 
don’t tiiink we should put the 
priority of tax cuts first and 
then reducing spending later.” 
Senator Packwood said. 


Energy shortages and long delays in new 
power stations signal the need to change 
from state-led path, writes Angus Foster 


W hile parts of Brazil 
suffer power cuts 
and the whole coun- 
try feces possible energy short- 
ages, work on more than 50 
planned power stations is stal- 
led. The delays, caused by the 
government’s financial prob- 
lems, reflect the exhaustion of 
Brazil's state-led development 
model and have come to sym- 
bolise the need for change. 

A law approved last month 
will help by allowing the pri- 
vate sector to compete with 
state companies for some gen- 
erating projects. Analysts 
believe it is the first step 
toward a slow but comprehen- 
sive privatisation of Brazil's 
electricity sector, one of the 
developing world’s biggest 
Mr Raimundo Brito, mines 
and energy minis ter in the new 
government of President Fern- 
ando Henrique Cardoso, says: 
“The political will exists to 
I change the state's role in the 
economy. I don’t see why the 
state, which does not have the 
resources anyway, should be 
investing in the economy's 
infrastructure.'’ 

The state-led model pre- 
scribed government ownership 
of most of the electricity sys- 
< tern through its holding com- 
pany EJetrobr&s. which in turn 
controlled most of the genera- 
tors. Eletrobras also held 
stakes in generators and dis- 
tributors controlled by state 
governments. 

The model worked well until 

the be ginning of the 1980s and 
provided subsidised power for 
poorer regions. But mounting 
financial problems forced the 
government to reduce invest- 
ment After a decade of cuts, 

| planned investment for 1993 
was similar to 1973 levels, even 
though electricity consumption 
had increased four-fold during 
the period. The result was 
mothballed power stations and 
declining standards. 

The new legislation seeks to 
revive the sector by attracting 
private investment. Power sta- 
tions whose construction has 
not yet started, or where the 
concession holder lacks funds 
to finish the work, will be re- 
tendered. Private companies, 
which can often arrange better 
financing, are likely to outbid 
state companies on many pro- 
jects. 

State companies which do 
not satisfy the government's 
financial and management 
standards may even lose con- 
cessions. And, if separate legis- 
lation is passed, the private 
sector could be allowed for the 
first time to generate energy 
for sale as well as its own use. 

The private sector has 
reacted positively to the new 
law, with heavy users of 
energy, such as metals and 
industrial companies, express- 
ing interest in generation. Sev- 


eral construction groups are the eventual sale ^ 

also thought to be planning its four mam generators and 
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consortiums to bid for projects. 
Mr David Zylbersztajn, energy 


transmission companies. But 
such changes could take two 


secretary in the southern years to 

industrial state of S3o Paulo, Brazil lacks an adequate regu- 
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says he is being approached latory structure to monitor 
“almost daily" by potential newly privatised comp anies. 


investors, including foreigners The national departmen t of 
ones from the US, UK, France waters and electric energy, 


and Australia. 


DNAEE, has some pricing and 
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Potential investors remain regulatory powe rs b ut tacks 
cautious, warning that re- the resources to preventnewly 


tendering will not begin for 
several months and the gov- 
ernment's long-term planning 
for the sector is under review. 
Estimates that the system's 


privatised companies becoming 
abusive monopolies. 

“You can only have free mar- 
kets if you have someone to 
guarantee free competition," 


52 , 700 MW capacity needs to according to Mr Zylbersztajn. 


grow to 79, 000 MW by 2003 The other brake on privatisa- 


pgj qTto** an ATiTinai 4.7 per cent tion is the parlous financial 
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increase in demand and annual 
investment of €.lbn Reals 
f£A3bn) until 1998. But demand 
is rising more rapidly than 
projected, and investment has 
been much lower. 

Mr Brito points out that 
change in the sector will take 
time and is “a process" the 
rules and regulations of which 
will be set by the present gov- 
ernment, but which may take 
longer to complete. A further 
sign of the government's cau- 
tious stance is that it has so Ear 
only confirmed the privatisa- 
tion of Escelsa, a small distri- 
bution company which will be 
auctioned at the beginning of 
May, and Light a distributor 
is Rio de Janeiro state. 

Government caution stems 
from concerns that sweeping 
privatisation is not possible 
under the sector's present legal 
structure. Because of constitu- 
tional and legal restrictions, 
Eletrobras cannot sell certain 
assets such as its nuclear facil- 
ities and a 50 per cent stake in 
the Itaipu hydroelectric dam, 
the world’s largest The com- 
pany also performs important 
planning, technical research 
and development banking 
functions which cannot be 
transferred to the private sec- 
tor. 

The government has a tenta- 
tive plan to hive off Eletrobras* 
operating arms to prepare for 


state of some of the most obvi- 
ous candidates. The govern- 
ment, and state governors, are 
Likely to try to delay sales In 
the hope of gaining better 
prices. Some analysts argue, 
however, that central and state 
governments’ need to raise 
money to reduce debts could 
force them to sell companies 
quicker than they might Ilka 

S&o Paulo state controls two 
of the most attractive privati- 
sation candidates: Cesp, Bra- 
til’s biggest generator, and Ele- 
tropaulo, the country's largest 
distributor. The latter provides 
electricity to 5.5m households, 
making it one of the world's 10 
biggest distribution companies. 

However, after nearly a 
decade of political interference 
and bad management, both 
companies are in financial 
trouble. Eletropaulo buys elec- 
tricity at the equivalent of $31 
per MW/h and charges custom- 
ers $60. Yet, thanks to ineffi- 
ciency, corruption and high 
financing charges, the com- 
pany has lost money every 
year since 1990 and in the first 
nine months of last year lost 
357.9m Reals. 

“At this stage, privatisation 
is a bad deal because these 
companies are very lowly val- 
ued. We are not contra privati- 
sation, it is just that we are not 
in favour of it at any cost,” 
says Mr Zylbersztajn. 


Senate’s line item veto vote near 


By Jurek Martin, US 
Editor, in Washington 


The Senate will probably vote 
this week on a compromise bill 
to give the president new 
powers to strike out specific 
spending proposals without 
sacrificing an entire piece of 
legislation. 

The critical motion, likely to 
come late today, will seek to 
obtain the 60 votes necessary 
to break a Democratic filibus- 
ter against the line item veto 
bill Senator Robert Dole, the 
Senate majority leader, said all 
54 Republicans were on board, 
but he stopped short of predict- 
ing he could secure six Demo- 
cratic defections. 

Democratic resistance is two- 
fold. Senator Tom Daschle, the 
minority leader, is complaining 
that the new compromise bill 


was drawn up without the nor- 
mal bipartisan consultation 
and public hearings. 

Also, the Democrats unveiled 
yesterday their alternative leg- 
islation. This would make it 
easier for Congress to override 
a line item veto and would 
broaden the taxation catego- 
ries liable to a veto, including 
the capital gains tax cut high 
on the agenda of conservative 
Republicans. 

The Republican bill spon- 
sored by Senator Dole, would 
break up broad appropriations 
bills, often covering several 
government departments, into 
a separate bill for each item of 
spending. 

In a minor concession 
designed to attract Democrats, 
the Dole bill would also make 
liable to veto narrowly tar- 
geted tax breaks for special 


interests, but would, to satisfy 
Republicans, render specifi- 
cally liable new or expanded 
spending on entitlement pro- 
grammes, such as welfare. 

The Dole bill, which would 
have a four-year life, requires a 
two-thirds vote in both cham- 
bers of Congress to override a 
line item veto, whereas the 
Democratic version would 
allow the president’s decision 
to be reversed by a simple 
majority in either chamber. 

President BIB Clinton issued 
a statement on Monday night, 
urging the Senate to pass “the 
strongest possible line item 
veto bill”. Presidents Ronald 
Reagan and George Bush had 
called for similar authority to 
cut spending passed by Con- 
gress which they deemed 
wasteful. 

Mr Clinton expressed no 


preference for either bill, a dif- 
ferent version of which has 
already passed the House of 
Representatives. He is keen to 
claim political credit for 
approval, as are the Republi- 
can leaders. 

This is particularly true for 
Mr Dole, whose leadership of 
the Senate is under some fire 
from conservative Republicans 
for failing to deliver on the 
Contract with America propos- 
als that have been rattling 
through the House at speed. 

But the Contract feces fur- 
ther trouble in the Senate. Sen- 
ator Bob Packwood, finance 
committee chairman, is now 
promising to block the SIBSbn 
f£il9bn) tax-cutting proposals 
advanced last week by Republi- 
cans in the House unless off- 
setting spending reductions 
were agreed first. 
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NEWS: WORLD TRADE 


Winning the leadership was the easy bit 

Rocky 5 Ruggiero faces a bard task in leading the WTO in 
the wake of the international squabble that marked its birth 


By Gty de Jonqufdres. 

Business Editor 

A t an age when most men 
contemplate retirement, Mr 
R^ata Ruggiero. who 
emerged yesterday as victor in the 
race to head the World Trade 
Organisation, is about to embark on 
the task of firmly establishing a new 
international institution with a 
central role in global economic policy 
The 64-year-old career diplomat - 
whose pugilistic build has earned him 
the nickname Rocky - brings to the 
job much high-level international 
experience. It includes spells as a 
senior European Commission official, 
as a sherpa at several world economic 
summits and as Italy's trade 
minister. 

He is likely to need all his 
diplomatic skills and fighting spirit to 
get the WTO back on track. The 
lengthy tussle over its leadership has 
embittered relations between the 
world's biggest trading powers and 
severely strained the consensus by 
which the body is supposed to 
operate. 

One of his key tests will be to gatyi 
the full confidence of the Clinton 
ad minis tration, which resisted hie 
appointment until the end. Its 


opposition became highly 
personalised, when senior officials 
branded him “too protectionist” and a 
representative of “over-regulated 
economies”. 

Mr Ruggiero has rejected these 
accusations, pointing out that, as 
trade minis ter, be helped liberalise 
Italy's capital markets and removed 
barriers to Japanese car imports - for 
which he was decorated by the 
Japanese government He insists that 
as the first choice of more than half 
the WTO’s members, his support is 
broadly based. 

However, his victory also owes 
much to the energetic backing of Sir 
Leon Britton, the EU trade 
commissioner, who helped mobilise 
support for Mr Ruggiero across 
Europe and from many developing 
countries dependent on EU trade and 
aid. 

US officials have blamed Sir Leon 
for turning the contest into a regional 
power struggle. Many WTO members 
also suspect he wanted a man in the 
job who would treat the EU 
favourably. That is an impression Mr 
Ruggiero will doubtless want quickly 
to dispel in the interests of restoring 
WTO unity. 

Mr Ruggiero has tried hard to stay 
above the acrimonious politicking 


surrounding his candidacy, focusing 
in public on the heavy agenda facing 
the WTO, whose first task is to 
implement fully the Uruguay Round 
world trade agre ement 

The WTO is also set to tackle a 
range of other complex, and often 
politically inflammatory, policy 
issues. These include links between 
trade and the environment, 
competition policy and labour 
standards, the liberalisation of 
investment and the of new 

members, including China and 
Russia. 

Mr Ruggiero has sought to steer a 
middle course when addressing the 
most controversial questions. For 
instance, he has supported 
industrialised countries' demands for 
tough environmental standards, while 
sharing developing countries’ concern 
that they should not result in trade 
protection. 

One of his favourite themes has 
also been the importance of ensuring 
that the multilateral trade system is 
not undermined by the growth of 
economic regionalism. That Is a topic 
on which the geographically divisive 
contest for the WTO leadership has 
doubtless provided him with a wealth 
of fresh insights. 
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Ruggiero: key test will be to win full confidence of Clinton administration 


EU to suspend anti-dumping duties on D-Ram chips 


By Caroline Southey 
in Brussels 

The European Commission is 
preparing to suspend anti- 
dumping duties on Japanese 
D-Ram microchips as part of a 
reassessment of a range of 
duties imposed in 1990. 

The decision to suspend the 
14 per cent anti-dumping duty 
on all D-Rams (dynamic read 
and write memory chips), 
imported into the European 


Union from Japan has been 
taken at the political level, a 
Co mmiss ion official said. 

The legal text is being pre- 
pared and an announcement is 
due within the next few weeks. 

The commission will review 
conditions in the market before 
taking a final decision. “On the 
evidence gathered so for the 
Commission does not think 
there is a case for continuing 
with the measures." the official 
said. 


The Commission could have 
chosen to conduct the review 
with the duties in place, but 
has elected to suspend the 
measures until the review is 
completed. 

The review, which could 
take from six months to two 
years, will establish whether 
Japanese companies are still 
dumping D-Rams on the Euro- 
pean market and whether 
European industry is losing 
market share as a result 


“Evidence so far suggests 
that Japanese prices have been 
raised and that European com- 
panies are no longer suffering 
injury from unfair pricing poli- 
cies,” the official said. 

EU companies which use 
D-Rams have urged a relax- 
ation of the measures in favour 
of a more liberal agreement 
They argue that prices have 
been sustained at hi gh levels 
and that demand is for out- 
stripping supply. But EU 


D-Ram manufacturers have 
maintained that Japanese 
prices have posed unfair com- 
petition. 

The European market for 
DRams of all sizes is predicted 
to reach $5 bn this year. The 
world market for semiconduc- 
tor memory is growing by 80 
per cent a year. 

The present industry stan- 
dard is the 4-megahit DRam, 
which has been in increasing 
demand worldwide. D-Rams 


are the basic building blocks of 
memory systems used in elec- 
tronic equipment such as per- 
sonal computers, telephone 
handsets, srqiercamputers and 
telecommunications switches. 

Korean DRams are presently 
subject to duties of 14 per cent 
on imports into the EU. South 
Korean manufacturers are 
required to provide cost and 
price data on a quarterly basis 
to guard against dumping in 
the EU. 


WORLD TRADE NEWS DIGEST 

Ariane rocket 
launch delayed 

The launch of a European direct television broadcasti ng 
satellite and a Brazilian telecommunications satellite will be 
delayed until at least nAYt week, officials in charge of the 
Ariane rocket programme said yesterday. The delay follows 
the decision to bait the launch of the 71st Ariane rocket from 
French Guiana late on Monday because of a suspected fuel 
line leak in the rocket's third stage. Last year the Ariane 
programme experienced two failures linked to the rocket's 
complex cryogenic third-stage which burns a mixture of liquid 
hydrogen and liquid oxygen. Two payloads were sent plunging 
Into the Atlantic ocean. Ariane's latest launch had already 
been delayed for a week by technical difficulties. Paul Taylor. 
London 

India extends phone deadline 

India's department of telecommunications has extended by 
almost a month the deadline for bids to provide basic and 
cellular telephone services because of hundreds of detailed 
queries on clauses and conditions in the tender documents. 
Tenders for cellular services must now be submitted by April 
21, while those for basic services must be in by April 28, The 
or iginal hid deadlines were March 30 and 31 respectively. In 
January the government released terms for the bid round 
which required Indian private companies to form joint ven- 
tures with proven foreign telephone network operating compa- 
nies, with foreign investment limited to 49 per cent. Bidders 
wifi compete for 20 regions roughly corresponding to India's 
state boundaries. Mark Nicholson. New Delhi 

■ Australia Is to resume live sheep exports to Saudi Arabia, a 
trade which was baited four years ago for health reasons. 
Parliament was told the trade could restart next month, after 
agreement on health-related guidelines, and had the potential 
to add about A$20m (514.7m) a year to Australia's Middle East 
exports. Nikki Tail, Sydney 

■ A consortium comprising Oryx and Santa Fe Minerals of 
the US and Chile's Clapso and state-owned Sipetrol has signed 
an agreement with the Ecuadorean government to explore for 
crude oil in the country’s Amazon region. The consortium will 
invest some $60m and will have the right to exploit its discov- 
eries over 20 years. Raymond Cotitt, Quito 

■ Sri Lanka's Dankotuwa Porcelain is to manufacture table- 
ware for US designer label Ralph Lauren. Reuter, Colombo 

■ Rolls-Royce of Britain has completed negotiations on a 
$15m turnkey project for a gas fired power station with Com- 
pania Bolivians De Energia Electrica of Bolivia. Reuter, Lon- 
don. 


Set for one small step 
towards an open sky 


The UK and 
US are starting 
a new round of 
aviation talks, 
writes Michael 
Skapinker 

With their dispute over 
Northern Ireland beginning to 
recede, US and UK government 
officials attempt today to 
resolve another area of dis- 
agreement - aviation rights. 

The discussions in London, 
expected to continue until the 
end of the week, are the first 
formal talks since the US 
walked out of aviation negotia- 
tions in December 1993. 

In the last round of talks, the 
US demanded greater access to 
London's Heathrow, the 
world’s leading international 
airport. The UK wanted its air- 
lines to be able to Invest more 
fully in US carriers. Neither 
side would give way. 

The airline industry believes 
the two governments will 
begin negotiating on a far 
more limited set of objectives. 
Many in the US now accept 
that an open skies agreement 
with the UK is years away. It is 
better, they argue, to make 
incremental progress than 
none at all 

The US is likely to make one 
important demand - that 
United Airlines be allowed to 
fly from Chicago to Heathrow. 
The UK is expected to ask for 
the right to make more flights 
to Philadelphia. It is also likely 
to ask for US approval of a 
further tranche of code sharing 
agreements between British 
Airways and US Air. 

The UK will also ask the US 
to drop its “fly America" pol- 
icy, under which foreign air- 
lines cannot bid for contracts 
to transport US government 
employees. The UK argues that 
US airlines are already allowed 
to bid for British government 
business. 

This is a long way from tne 
open skv deals the US is nego- 
tiating with nine small Euro- 
pean countries, six of them EU 
members. But UK and US avia- 
tion industry sources accept 
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that the stakes in their talks 
are much higher. 

Both sides have an asset the 
other would dearly like to get 
its hands on. For UK carriers, 
that asset is the vast US 
domestic airline market About 
one-third of the 10m passen- 
gers who fly between the US 
and UK each year begin or end 
their journeys in one of the 
smaller American cities to 
which British airlines are not 
allowed to fly. 

To gain more access to the 
US domestic market BA estab- 
lished an alliance in 1993 with 
USAir. BA owns 24.6 per cent 
of USAir’s stock. BA would 
like to increase this stake and 
forge closer ties with the US 
carrier, but this is not permit- 
ted under US law. The right to 
establish more extensive links 
with USAir was a principal UK 
demand in the failed talks of 
1933. 

For the US. the big UK asset 
is Heathrow, easily Europe’s 
biggest airport 

United and American Air- 
lines are the only two US carri- 
ers permitted to fly to Heath- 
row. In the last set of 
negotiations, the US demanded 
that other carriers be allowed 
to use the airport. The UK 
strongly resisted this demand, 
Heathrow is the power base of 
BA one of the most profitable 
international airlines and one 


of a handful of UK companies 
with a genuine claim to be a 
world leader. 

In the months after the nego- 
tiations broke down, the UK 
government made an effort to 
improve relations unilaterally. 
Last October Mr Brian 
Mawhinney, transport secre- 
tary. lifted all restrictions on 
transatlantic flights to the 
UK's regional airports. Mr 
Mawhinney called the decision 
“the most sweeping unilateral 
liberalisation move in the his- 
tory of transatlantic aviation”. 

While US airlines said the 
announcement did little to 
resolve the issue of access to 
Heathrow, the US government 
showed it was prepared to 
move when last month it 
approved a long-delayed code- 
sharing agreement between the 
UK’s Virgin Atlantic and Delta 
Air Lines of the US. 

That the US has limited its 
demands to asking for United 
to be allowed to fly from Chi- 
cago to Heathrow has caused 
some opposition from Ameri- 
can Airlines. 

If the UK agrees to a United 
route from Chicago to Heath- 
row, British skies will be only 
slightly more open than before. 
But as one airline industry 
executive said: “On both sides 
we've moved to an approach of 
‘let’s do a bit at a time’." 


CHINA 


It is now widely accepted that China oners 
probably the most exciting potential ot any 
market m the world today. 

Published bi-monthly in Chinese with a circulation 
to senior officials m both the industrial sector and 
government departments. Shang magazine offers 
direct access for marketing Western technology 
and services. Whether it is advertising a corporate 
message or simply advertising tor a suitable agent, 
please call us lor further information. 
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NEWS: ASIA-PACIFIC 


Tokyo gas attack breaks strong taboos 

It threatens an ordered society and challenges a cherished group ethic, writes William Dawkins 


T he gas attack on commuters in 
the Tokyo subway network, in 
winch eight have died and 
nearly 5,000 been hurt, broke Japan's 
strongest taboos. It threatens the 
order of one of the world's most 
orderly societies; it is a murderous 
challenge to Japan's cherished group 
ethic, probably from within the group; 
and a reminder of the dark side of 
Japan's efficient urban life. 

It is a second blow to the nation's 
self-confidence, after the Kobe earth- 
quake in January, in what has started 
out as an extraordinarily tragic year 
for Japan. If anything, the Tokyo 
attack hurts more than Kobe, one of 
Japan's long history of natural disas- 
ters. This attack comes from within, 
as several Japanese newspapers 
pointed out yesterday. 

The Images of Kobe were poignant 
enough - the authorities struggling in 
the face of natural tragedy. The pic- 
tures from Tokyo are in some ways 
just as sho cking , even if the toll of 


casualties is not as high as that of 
Kobe. 

A row of office workers, stretched 
out choking and writhing on tarpau- 
lin on a pavement in central Tokyo, 
supposedly one of the world's least 
threatening cities, looks terribly vul- 
nerable. “The frightening thing is 
that we have no way of defending 
ourselves from such an attack,” said a 
secretary interview edin a television 
news report 

Little is yet known about who 
organised the attack or why. One of 
the few certainties is that it was an 
organised group effort, because of the 
danger in making sarin gas, and the 
organisation needed to place five can- 
isters simultaneously on three sub- 
way lines at the busiest moment of 
the morning rush hour. 

Four smaller such incidents, which 
passed largely unremarked until this 
week, suggest the perpetrators may 
have been preparing for a bigger 
attack. Even more sinister connota- 


tions emerge from the discovery last 
week of three briefcases at a Tokyo 
subway station, containing tanks with 
an unknown liquid and small electric 
fans. 

The feet that the three subway lines 
cross each other at Kasumigaseki, 
headquarters of Japan's all-powerful 
bureaucracy, including the national 
police headquarters, suggests the 
attackers may have had a grand tar- 
get in mind - the centre of govern- 
ment 

"This is a bold challenge to the 
nation's social stability," said the 
Yomiuri Shimbnn, Japan's largest cir- 
culation newspaper. Less dear is who 
to blame and what their motives are. 
Inevitably, the search for an answer 
will lead to some uncomfortable 
national soul-searching, just as did 
the botched official rescue after the 
Kobe earthquake. 

“Whoever did this is alien to us,” 
says Mr Toshio Kusamitsu, professor 
of social history at Tokyo University. 


"Yet one cannot help feeling society 
itself must have produced such peo- 
ple, with such a counter-culture. We 
have worked for economic success, 
yet are not 100 per cent happy with 
what we have created." 

Mr Kusamitsu and many others in 
TOkyo over the past few days have 
Speculated that the culprits may well 
be found among those excluded or 
marginalised in Japan's search for 
economic success, and in the recent 
recession. 

The first reaction of the Japanese 
press was to point the accusing finger 
at a little-known religious cult, Aum 
Shinri Kyo. investigated by the police 
after a mysteriously similar gas leak 
last year near one of its branches in 
Matsiunoto, central Japan, and 
accused Of master mindin g several 
unresolved kidnappings. 

Aum Shinri Kyo, or Aum Supreme 
Truth, yesterday maintained it had 
nothing to do with the Tokyo attack, 
and accused the government of a 


“tricky crime” to Implicate the group. 
But whatever the truth behind Aum 
Supreme Truth, the Tokyo attack has 
drawn attention to a curious spiritual 
phenomenon of late 20th century 
Japan, the growth of new religions, 
some prone to extreme beliefs. 

Aum. a nine-year-old Buddhist sect 
with about 20,000 members, is among 
the religious cults to have emerged 
since the second world war. claiming 
to offer a spiritual dimension to the 
humdrum lives of Japan’s armies of 
salarymen. Its founder, Mr Shoko 
Asahara, a would-be politician, 
believes he can levitate, that is. until 
the world ends in 1997. 

Even more mainstream religious 
groups which have emerged since 
1945 are marked by extremist person- 
ality cults. 

At the mast recent count, the gov- 
ernment's cultural affairs agency 
knew of 231,000 Japanese religious 
sects with 21 5m members, more than 
1.5 times the population of 124m. 


Rebel ultimatum may 
wreck Sri Lanka peace 



Knmaratimga (left) searching for peace with Prabhakaran 


By Mervyn de Silva 
ui Colombo 

An ultimatum by Mr Velupillai 
Prabhakaran, supreme com- 
mander of the separatist Tamil 
Tigers, could wreck Sri i-apkap 
President Chandrika Kumara- 
tunga's hopes of a negotiated 
settlement of 12 year insur- 
gency in the island’s north. 

The revolt has claimed more 
than 30,000 lives and kept 
defence spending at well over 
$lm a day. 

Mr Prabhakaran at the week- 
end warned the ruling People's 
Alliance that the Tigers would 
abandon a 10-week ceasefire 
and resume fighting unless the 
government agrees by next 
Tuesday to three demands 
which appear difficult for Col- 
ombo to meet 

First, the Tigers insist that 
the army’s Pooneryn camp in 
the north should be removed 
or dismantled. It rialms that 
Tamil civilians, including 
women and children, moving 
out of the northern peninsula 
to the mainland and to the cap- 
ital Colombo are routinely 
harassed and their goods 
looted. The army says Tigers 
rarely wear uniforms and these 
apparent civilians are often 
hardcore guerrillas. 


Second, the Tigers are 
demanding the removal of 
what they describe as an eco- 
nomic embargo on their Jaffna 
stronghold. As a confidence- 
building measure, the govern- 
ment has removed 26 prohib- 
ited items - among them 
cement - from the 40 on its 
list. Army intelligence has 
reported that the cement is 
used to build bankers. 

The third demand concerns 
freedom to use boats at night 
In traditional fishing villages. 
The navy has opposed such a 
move. 

As a goodwill gesture the 
Tigers released 16 prisoners, all 
policemen from the Sinhalese 
majority community. But Mr 
Prabhakaran accused the 
newly elected government of 
going through the motions of 
peace negotiations to please 
international donors and those 
among the island's Tamil, Mos- 
lem and Christian minorities 
who voted for Ms Kumara- 
tunga as “the peace candidate” 
at tiie November presidential 
polls. A record 63 per cent 
voted tor her compared with, 
the barely 50 per cent achieved 
by her political grouping at the 
September general election. 

The prospect of a “peace div- 
idend” is a central factor in the 


People's Alliance's calcula- 
tions, says Dr Lai Jaya war- 
dens, the president's economic 
adviser. “It is not just reduced 
defence costs that we have in 
mind but more investment, 
opening the beaches of the 
north-east to high-spending 
tourists and other direct bene- 
fits of normal conditions,” he 
says. 

Prof G.L. Pieris, constitu- 
tional affairs minister, insists 
the peace process “is holding”. 
The former Colombo Univer- 
sity vice-chancellor is working 
on a “federal solution" to the 
ethnic conflict. Considerable 
power can be devolved to the 
provincial councils, he says. 

But power is not the only 
problem. Territory is equally 
vital in the Tigers' concept of 
“traditional homelands". It 
includes the country’s eastern 
province in the proposed 
Eelam, which would be an 
independent or autonomous 
region. 

The Tamils are the largest 
community in the east but 
account for no more than 42 
per cent of the population 
there. Moslems represent a 
third and the Sinhalese nearly 
all the remainder. The Tigers 
had expected the Moslems, 
who are Tamil-speaking, to 


join their cause. But Islam has 
proved to he a stronger force 
than language, and the eastern 
province has been referred to 
as Sri Lanka's potential fixture 
Bosnia. 

Moslems support the Sri 
Lanka Moslem Congress of Mr 
A ,W - Ashraff, the shipping min- 


ister. The SLMC is a member 
of the PA. Nonetheless, the 
worldwide Islamic revival has 
encouraged the SLMC and Mr 
Ashraff, a regular visitor to 
Iran, Libya and Pakistan, to 
assert their separate identity. 

The eight-party PA is show- 
ing signs of internal discord 


under the strain of deciding 
how to handle the negotiations 
with the Tigers. The army, 
once a modest ceremonial force 
has become a 100.000 strong 
institution that wields consid- 
erable political influence. It 
will seek to ensure that its 
interests are protected too. 


Bhutto seeks to impress 
US with anti-terror drive 


Suharto warns of high yen 
danger for loan payments 


By Fartwi Bokhari and 
Graham Bowley In Islamabad 

Ms Benazir Bhutto, the 
Pakistani prime minister, yes- 
terday sought to set the tone 
for her visit to the US next 
month by calling far interna- 
tional help to stem a growing 
tide of lawlessness. 

Her appeal was seen by offi- 
cials as an effort to build 
bridges with the US adminis- 
tration after a period of strain. 
This came after Washington 
cut off its large military and 
economic aid package to the 
country four years ago when it 
suspected Pakistan of manufac- 
turing nuclear weapons. 

“Pakistan is in the vanguard 
of the movement to uncover 
militant groups that have been 
operating in different Moslem 
countries since the end of the 
Afghan war," said Ms Bhutto. 

Her remarks followed her 
claims over the weekend that 
Ramzi Yousef, the man 
accused of masterminding the 



Bhutto: death threat 


bombing of the world trade 
centre in New York, tried to 
assassinate her before she 
became prime minister in 1993. 
Pakistani officials say the 
assassination attempt failed 
because Yousef was severely 
injured when the explosives he 
was carrying blew up just 
hours before his planned 
attack at Ms Bhutto's home in 
Karachi. 


Her government has vowed 
to crack down on the hundreds 
of Islamic madmssohs (reli- 
gious schools) across Pakistan, 
amid official claims they have 
become centres for armed 
training for young men and 
teenagers. 

The government is facing an 
uphill task because many are 
funded by foreign govern- 
ments. especially Iran and 
Saudi Arabia. 

Some officials are convinced 
religious leaders could use pop- 
ular discontent to begin a fresh 
campaign against the govern- 
ment in retaliation for Ms 
Bhutto's crackdown on the 
madmssohs. 

Pakistani officials are also 
worried over the economy's 
performance this year, espe- 
cially high inflation. Ms Bhutto 
is expected to urge US congres- 
sional leaders and President 
Bill Clinton to restore the eco- 
nomic aid package, which 
would provide a much needed 
cushion for her government 


By Manueta Saragosa 
in Jakarta 

A Japanese business 
delegation In Jakarta said yes- 
terday it had been warned by 
President Suharto that the rise 
in the yen was making it more 
difficult for the country to 
repay its substantial yen- 
denominated loans. Indonesia 
would need to increase its 
exports to and foreign invest- 
ment from Japan to cover the 
costs, the country’s leader told 
the businessmen. 

Some 40 per cent of Indones- 
ia's foreign debt is denomi- 
nated in yen while a large pro- 
portion of the country’s 
exports is denominated in US 
dollars. 

Indonesian ministers are 
working to streamline export, 
import and foreign investment 
procedures, which business- 
men say are hampered by 
bureaucratic red tape. 

There is some urgency about 
the problem because growth in 


Indonesia's non-oil exports and 
the trade surplus both slipped 
last year. Non-oil exports in 
1994 grew 12.15 per cent to 
$30.37 bn while imports rose 
more sharply at 12.53 per cent 
to $3l38bn. 

Mr Suharto assured Indones- 
ians that the Indonesian gov- 
ernment had anticipated a 
strong yen in the budget and 
would he able to meet the chal- 
lenge. Local newspapers 
quoted the president as saying 
the government's budget for 
the year which starts in April 
had included precautions such 
as increasing the proportion of 
yen kept in the country's for- 
eign exchange reserves. 

Mr Mar'ie Muhammad, the 
country's finance minister, was 
also quoted as saying the gov- 
ernment wants to lobby for- 
eign aid donor agencies to 
denominate all their loans in 
US dollars. In the past two of 
the country's biggest multilat- 
eral donors, the World Bank 
and the Asian Development 


Bank, have extended loans 
partly denominated in 
yen. 

The finance minister said the 
government was unlikely to 
reduce its borrowings from 
Japan because no other single 
country had a lending capacity 
as large as Tokyo's. 

Indonesia's foreign debt, 
which fell to $87.6bn in Decem- 
ber last year from $93bn in 
September, ranks as one of the 
largest in the developing 
world. The figure is substantial 
largely because the Indonesian 
government does not borrow 
on the local market - there are 
no government bonds in Indon- 
esia 

Some $58.6bn of the Decem- 
ber foreign debt figure is owed 
by the government. $24bn by 
private borrowers and $5bn by 
state-owned companies. Over 
the past year, the government 
has worked to reduce its for- 
eign debt burden and has dis- 
couraged private businesses 
from borrowing abroad. 


India’s central bank boosts discount rate priority 


By Peter Montagnon and 
R C Murthy In Bombay 

The Reserve Bank of India 
plans to place increasing 
emphasis on its discount rate 
as an instrument of monetary 
policy now that reform of the 
banking sector is taking hold, 
its governor. Mr C. Rangara- 
jan, said yesterday. 

Previously, the discount rate, 
set at 12 per cent for some 
years, had little relevance, 
since much bank lending was 
directed to specific priority sec- 


tors at p re-determined rates of 
interest, he said. 

The central bank was thus 
forced to impose large reserve 
requirements on the banks as a 
means of monetary control. 
But part of the reforms involve 
the reduction of reserve 
requirements to give banks 
more freedom over the deploy, 
meut of their assets. “Now we 
are trying to evolve towards 
the use of the bank rate as a 
signalling mechanism, ” Mr 
Rangarajan said. 

The Reserve Bank has been 


helped by the government's 
decision to finance its deficit 
by borrowing at market rates. 
This creates scope for the use 
of open money-market 
operations to set monetary 
conditions. 

“What we have been trying 
to do is to ensure that in pur- 
suit of monetary policy, we 
have greater freedom and man- 
oeuvrability. So long as the 
government's deficit was being 
automatically monetised, our 
ability to regulate the money 
supply was eroded. There is a 


distinct change in this 
respect,” Mr Rangarajan said 

Bankers said they would wel- 
come a greater profile for the 
discount rate. It could become 
a reference rate for pricing 
their loans. Under the financial 
sector reforms, hanks have 
been given freedom to set their 
own rates on larger loans, 
though there is still a cap on 
deposit rates. 

The use of a pricing mecha- 
nism coupled with open mar- 
ket operations to control 
money supply would leave 


banks with more flexibility 
than the burdensome obliga- 
tion to meet large reserve 
requirements, they said. 

But Mr N. Vaghul, chairman 
of ICICI financial services says 
he supports the change in prin- 
ciple, but it may take time to 
take effect. “We have not suc- 
ceeded in establishing a money 
market with sufficient depth 
and breadth." he said. 

Mr Rangarajan said the pres- 
sure on money supply growth 
from foreign currency Inflows 
had slowed, with less money 


pouring into the financial mar- 
kets in the second half of the 
current fiscal year. This should 
make money supply more man- 
ageable, though inflows of for- 
ejgn direct investment showed 
signs of increasing. 

At 5.5 per cent of gross 
domestic product, the fiscal 
deficit planned for the next fis- 
cal year was "reasonable," he 
said, though the size of the def- 
icit mattered because it could 
force interest rates up if it was 
accompanied by strong 
demand for credit. 



Anger grows at 
maid’s hanging 

iunnnt vp^terday lodged a strong protest 
Singapore s ®P^™S?nati<iDal flag in the Philippines follow- 
over the burning of 'tsna ^ Singapore last week, 
ing the hanging of a PhuiPP f nationwide demqnstra- 
S»iSS5ES?S5t Singaporean products to 

show outrage summoned Ms Alice Ramos, 

Singapore s Foreign MmiW displeasure at 

the Philippine ambassador, to mom cjk* v 

Monday’s major 

which was witnessed by » Bodngp ^ 

" While jJSWK * Statt !■ *35 

MdoSraged that he allowed the flag burning to proceed," the 

^rSLS^between the two members of the Assafction of 
South-East Aslan Nations followed the execution mSmgapwe 
last Friday of Flor Contemplacion, convicted of two mur- 
dere Countless Filipinos remain convinced she was tanocent 
The goveroor of Bufacan Province, which hordes Manila to 

the north, yesterday ordered banners erect ^ 
capital telling Singaporeans they were ^ unwelcome .^niue 
industry officials say many Manila travel agents are refusing 
to handle bookings for Singapore Airlines. 

Philippine President Fidel Ramos urged a return to sanity 
and sobriety” over the incident and accused opposition politi- 
cians of exploiting the case in advance of national elections on 
May 8. AP, Manila and AFP. Singapore 

Malaysia toxic dumping probe 

Malaysian police launched an inquiry yesterday into the 
beachside dumping of 41 drums of highly toxic potassium 
cyanide that experts said had enough lethal power to kill 7m 
people. Authorities ordered an immediate freeze on the sate of 
fish in the northern island of Pangkor after thousands of fish 
reared at a nearby farm were found dead from possible con- 
tamination. . ^ , 

“A full-scale investigation is under way into the dumping. 
We are awaiting a report from the Department of the Environ- 
ment to decide on the next course of action." said a spokesman 
for Mr Law Hleng Ding, environment minister. Describing the 
dumping as a “serious crime". Mr Law late on Monday 
announced the discovery of the 50kg drums. The rusting, 
dented containers were found near three fish farms on the 
north-east coast of Pangkor. Police detained a 31-year-old man 
who was believed to have obtained a MH8.000 (U StBJ BQ) 
contract to dispose of the toxic substance, which was brought 
in from a factory in the northern industrial belt of Butter- 
worth Town. AFP, Kuala Lumpur 

Another Fiji minister quits 

A second senior minister resigned from the Fiji cabinet yester- 
day amid an apparently growing crisis in the government of 
Mr Sitivesni Rab uka, prime minister. Mr Militoni Leweniqda 
quit as labour minister without any public explanation while 
Mr Rabuka was grappling with the resignation on Monday of 
Mr Harold Powell, tourism and civil aviation minister. 

Political observers believe Mr Leweniqjla's sudden decision 
to quit may be linked to a government decision to re-introduce 
a counter-inflation wage order imposing statutory controls on 
civil service pay increases. 

The cabinet had shelved the move in January following a 
submission from Mr Leweniqila but without the concurrence 
of Mr Berenado Vunibobo, finance minister, who is understood 
again to have persuaded the prime minister to go ahead with 
the wage older. AFP. Suoa 

MasterCard for Vietnam 

Communist Vietnam took another step on the road to modem 
banking when an international card company said that four 
Vietnamese banks would issue the country's first credit cards. 
MasterCard International said it bad licensed three banks as 
members of its network and one as an affiliate and they would 
start issuing cards in Vietnam shortly. ‘Td be surprised if 
three years from now there are not 30.000 cards in this coun- 
try," said Mir Donald Van Stone, its general manager for 
south-east Asia. 

About 400 businesses, mostly in the travel and tourism 
industry, accept MasterCard at present and that number 
would quickly grow to 1,000, Mr Van Stone added. Competitors 
such as Visa also have outlets in Vietnam which accept their 
cards or issue cash against card payment, but they are used by 
visitors with cards issued elsewhere. MasterCards will be the 
first cards issued locally. “It’s a step in the right direction," 
said a western bank manager in Hanoi. But “a modem bank- 
ing system depends on other operations such as automatic 
teller machines and a clearing system". Reuter, Hanoi 

Kashmir blast kills 10 

An Indian brigadier and nine soldiers have died in a landmine 
blast staged by suspected Moslem rebels in one of the worst 
attacks on troops in Kashmir, the Press Trust of India said 
yesterday. Brigadier Venugopal Sridharan, 49, and his troops 
were killed in the frontier town of Uri, near the Pakistani 
border, late on Monday when their vehicle hit the remote-con- 
trolled mine, an army spokesman said in S rinagar Kashmir. 
No militant group has claimed responsibility for the attack, 
which also claimed the lives of two civilians. Brig Sridharan is 
the second senior army officer to have been killed since 1990 
when Moslem militants stepped up their secessionist drive in 
the divided state of K a shm ir, India's only Moslem-majority 
province. AFP, New Delhi 

Chinese move food mountains 

The Chinese Business Times yesterday described China’s sta- 
tistics for consumption of foodstuffs and utilisation of services 
as "mind-boggling”. Each day. Ubn Chinese consume 60m kg 
of pork, 10m kg of edible oil and 750m kg of grain. They buy 
60,000 television sets and 120.000 watches. They receive 15m 
viuf 15, newspapers and 6m magazines. Nearly 00,000 
babies are bom each day. adding 16m to the population annu- 
ally. Shi Junbaa, Beijing 

Mr Sheu Yuan-dong. Taiwan's newly appointed central 
bank governor, yesterday ruled ont any immediate change in 
current monetary policy or the need to raise interest rates in 
short term but said the island needed to reform its tax 
system to attract foreign investors. Reuter, Taipei 

Hong Kong's inflation rate eased to 8.9 per cent in Febru- 

^^tJan^ry's 10.1 per cent, the Statistics Department 
sal cl Art 9 , tJong hong 

Singapore's February non-oil domestic exports grew 31.1 per 
n ° mi “ al from a year ago. But economists 
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US fights 
to keep 
Unicef 
top job 


LftBsiohns at the 

United Nations, New York 


V attd European 
countries have clashed over 
me appointment of an execu- 
tive director for the United 
Nation s Children's Fund. 

The voluntarily-financed 
agency which spends more 
than $lbn a year on aid for 
women and children, mainly in 
the Third World, has been 
beaded by an American since 
its inception in 1946. 

The Clinton administration 
wants to retain the high-profile 
post for its own nominee. 

But Dr Richard Jolly, the 
Briton who has been acting 
director since his chief Mr 
James Grant died of cancer in 
January, . s a id last night many 
members believed it was time 
for a nationality change. 

Britain supports Dr Jolly’s 
candidac y , while Belgium has 
proposed Ms Anne-Marie Lizin. 
a Belgian politician. The other 
EU members are lining up 
behind Ms Elisabeth Rehn, 
who lost her bid for the presi- 
dency of Finland last year. 

Mr Boutros Boutros G haii , 
the UN secretary general who 
must make the appointment in 
consultation with UniceFs 
executive board - now in ses- 
sion - is known to favour a 
woman for the post This is 
why the US is expected to 
withdraw its anmiriatirm of Dr 
William Foege, a public health 
specialist who was one of the 
scientific team that eradicated 
smallpox. 

A former New York Demo- 
cratic politician, Ms Carol Bel- 
lamy, now director of the 
Peace Corps, and Ms Catherine 
Berttni, director of the UN's 
World Food Programme, are 
both mentioned as potential 
US substitutes. 

While the US is the largest 
single donor to Unicef. 
accounting for about 15 per 
cent of funding. Dr Jolly said 
European countries provided 
more than two-thirds of Uni- 
cefs income. 

Once the UN’s most admired 
agency, Unicef has lately been 
tarnished by corruption in its 
Nairobi office and auditors* j 
reports of sloppy management, i 


Algeria’s troubles come in bunches 

Excessive banana imports plague a civil strife-tom economy s writes Roula Khalaf 


A sk an Algerian what is 
wrong with his coun- 
try’s economy and 
chances are he will mention 
bananas. There are 
of them around. They hang 
from stands in food Tparfrgfa 
and from the windows of gro- 
cery stores. They come from all 
corners of the earth, i nrityUng 
Colombia and the Ivory Coast 
They all look the same but 
range in price from 150 dinars 
(£2.1? at the official exchange 
rate) to 300 dinars. 

What puzzles many Algeri- 
ans is that in a country rocked 
by violence, struggling both 
economically and politically, 
and unable to pay its debts. 
International Monetary Fund- 
sponsored liberalisation mea- 
sures are allowing the lim ited 
amount of foreign currency 
available to be used to import 
bananas. And all this in a 
country that grows its own. 

Officials say they have no 
Idea how many bananas are 
imported or what the local pro- 


duction is, but bananas have 
become a symbol of Algeria’s 
historically twisted trade, 
which is at the heart of 
the country’s economic ills. 

Average monthly income is 
about 8.000 dinars and 50 per 
cent of Algeria's young are 
unemployed - but tire popular 
markets in the capital are a 
culinary paradise boasting 
expensive imported kiwi fruit, 
anidxovfes. canned mushrooms 
and even capers. 

The explanation begins with 
the 19%, when Algeria's oil 
wealth was sunk into an 
ill-fated industrialisation policy 
to the detriment of the agricul- 
tural sector. The result was a 
period of austerity that left 
Algerians bitter and deprived 
of many food items and house- 
hold goods. 

In the early 1980s. Mr ChacQi 
Bepjedid, the then president, 
promised a better life and 
directed the country's oil earn- 
ings as well as borrowings 
towards imports. 


Algeria's corrupt state 
importers and black market 
speculators then set about 
importing what they could buy 
cheaply and sell expensively. 
Such as bananas. 

The serious consequences 
are evident in Algeria's bal- 
ance of payments account The 
$8.6bn of foreign currency 
receipts derived from the 
hydrocarbon sector last year, 
for example, foiled to cover the 
$9.1bn of imports, 

30 per cent of which are food 
items. Ttus debt servicing bill 
of $7bn, meanwhile, was paid 
through debt reschedulings 
and new borrowings. 

The grnm r n mumt nytdpr the 

gnidnnee of the IMF, last year 
liberalised imports in the hope 
that opening up the market to 
private sector competition 
would drive some Importers to 
invest their funds in more pro- 
ductive ventures. 

At gaTnp Hm> other eco- 
nomic reforms are designed to 
encourage state companies, 


which make up 65 per cent of 
production but are operating at 
just 50 per cent capacity, to 
increase local production with 
easier access to imports of 
equipment and raw materials. 
It is hoped that this, in turn, 
would boost exports and 
reduce the country's reliance 
on food imports. 

However, hherahsation mea- 
sures take time to translate 
into results. For now. competi- 
tion "T>d access to n* govern- 
ment’s foreign currency are 
driving yet more speculators to 
import bananas. 

*T thtnir there is something 
wrong with borrow i ng money 
so we can eat bananas,” says a 
former official. “But then there 
are fortunes that are made in 

the banana business.” 

Part of the problem lies in 
the quick pace of the IMF 
reforms. In a single year, 
Algeria has lifted price con- 
trols, reduced tariffs and 
allowed private sector imports 
of practically all items. 


On the other hand, liberalisa- 
tion has (tone wanders in the 
case of sugar, for example. 
Sugar was sold at below world 
prices and imports exceeded 
local demand, allowing Algeri- 
ans to resell it in Morocco. 
With the price liberalised, the 
incentive for resale disap- 
peared and imports felL 

Mr Ah Wanidi , a member of 
the council of ministers, 
believes liberalisation will 
eventually regulate the mar- 
ket. “We can’t ask for one 
thin g and its opposite as weH,” 
he says. “Prices of bananas 
will go down eventually as 
competition increases and peo- 
ple start investing the foreign 
currency in something else.” 

Mr Ahmed Benbitour, Alger- 
ia’s minister of finance, says 
op ening up the market and 
breaking the mono po lie s Is the 
first step towards reform. “We 
need to put in new systems. It 
taicflg a while for this to trans- 
late into higher production and 
hi gher capacity." 


Frenkel claims victory on monetary policy front 

Israel’s bank governor 
defends interest rate cut 


By Julian Ozanne in Jerusalem 

Mr Jacob Frenkel, governor of 
the Bank of Israel yesterday 
hit back at critics who said 
this week's L5 per cent cut in 
interest rates would under- 
mine the central bank's 16- 
month long battle against 
inflation. 

He warned that the battle 
against high inflatio n was far 
from over, and said the bank 
was determined to resist pres- 
sure from the government and 
business for further cuts. 

“AH the analysts and all the 
statistics of monetary aggre- 
gates and credit suggest we 
have been overly cautious." he 
said in an interview. “The mes- 
sage is that the anti-inflation 
fight will continue in a vigor- 
ous way and we will not get 
over-excited with the foot that 
inflation in the first two 
months of this year has regis- 
tered less than 02 per cent a 
month.” 


Throughout 1984 the central 
hank resisted pressure from 
the Treasury, cabinet and busi- 
ness community to cut interest 
rates. The bank said any cuts 
would have to be linkmi to con- 
crete evidence of falling infla- 
tion - which last year reached 
115 per cent - and government 
efforts to cut its budget This 
year’s inflation target is set at 
between 6 per cent and ll per 
emit 

On Sunday, the cabinet 
finally caved in to the central 
bank and approved a Treasury 
proposal to reduce the annual 
budget and tax base by 
Shkl-2bn (£255m) each. The 
central bank immediately 
announced a reduction in 
interest rates charged to com- 
mercial banks from 162 to 142 
percent 

Mr Frenkel said the govern- 
ment package had allowed the 
central hank to make a greater 
cut in nominal interest rates 
than be hail planne d. “We were 


able to make this cut because 
we saw the government is now 
supporting restrictive mone- 
tary policy by budget cuts,” he 
said. 

“This also points to a very 
positive long term strategy of 
reducing government expendi- 
ture as a proportion of GDP, 
rutting the fraction Of inmmp 
which government takes in 

tflgas and haadtng towards a 

situation which recognises that 
money left in the hands of con- 
sumers, producers and entre- 
preneurs is put to better use 
than if it goes to the govern- 
ment.” 

Mr Frenkel said the govern- 
ment package marked a turn- 
ing point in the fierce debate in 
Israel over monetary policy 
with a recognition that ti ght 
monetary policy had been vin- 
dicated. He said much of the 
criti cism directed against the 
central bank had been based 
on a failure by businessmen 
and p ol i ticians . Jx> understand 



Frenkel: ‘Analysts say we’ve been overly cautions’ 


the lag time involved In tight resist any pressure and main- 
monetary policy and a real tain the independence of the 
reduction of inflation. central bank,” Mr Frenkel said. 

“Yielding to short-sighted “But 1 believe there is a much 
pressures by either interest better understanding of the 
groups or politicians is a recipe necessity of tight monetary 
for accelerating inflation and policy and on a strategic policy 
we are going to continue to level that is a victory." 


INTERNATIONAL NEWS DIGEST 

Kuwaiti MPs 
back oil strike 

Six Kuwaiti opposition members of parliament said they 
backed an oil iroductian and export workers' strike that 
entered its fourth day yesterday. Five of the six attended a 
meeting by 500 strikers at Kuwait Chi Company Labour Union 
nfBfwi nn M m ufay evening in ♦*»<» KOC township of Ahmadi, 
south of Kuwait City. The five, a mixture of independents and 
Islamists, ymdp general expressions of support ar> d said the 
strikers had justified grievances. The sixth, a liberal, sent a 
fax to the meeting expressing support Three of the men are 
members of parliament's finance and economic affairs commit- 
tee. The union called out hundreds of members an strike on 
Saturday to try to halt production and exports to back 
d e mu m ri s that promotion be made easier for oilmen with long 
service. KOC says the strike is Illegal and has failed to stop 
output Many members of the 50-seat parliament want more oil 
sector jobs to be given to Kuwaitis. Kuwaitis hold about 68 per 
cent of all oil industry jobs, with the remainder held by 
mainly Asian expatriates generally paid at cheaper rates. 
Reuter, Aftmodi 

Nigeria founds petroleum fund 

Nigeria’s military regime yesterday inaugurated the board of 
the Petroleum Trust Fund, set up by decree last November. It 
is to be beaded by former military head of state Muhammudu 
Buhari who will report directly to Gen Sam Abacha, the head 
of state. The fund, which has been criticised by western 
donors and Nigerian economists as superfluous and unac- 
countable, has annual revenue of N6ibn (£52Qm). which is 17 
per cent of the total government budget to be spent on “social 
Infrastructure projects”. The revenue comes from the sharp 
increase in the official prices of fuel last October.The fuel price 
rise was justified by the need for more investment in Nigeria’s 
state-run oil refineries and distribution system which have 
been near to «*inapsp several times in the past year. But the 
fund will channel the revenue toward social and infrastruc- 
ture projects in such sectors as roads, railways, education, and 
health. Critics point out that the fond is likely to be a barrier , 
to agreement between Nigeria and the IMF. Paul Adams. 
Lagos 

US offers Jordan debt write-off 

Mr A1 Gore, US vice-president, yesterday promised Jordan that 
Washington would write off all Jordanian debt to the US I 
government this year despite some domestic opposition. "Jar- 
dan has taken great risks for peace and the United States will 
demonstrate by its actions that we are by Jordan’s side, now j 
and in the future.” Mr Gore said in a speech soon after I 
arriving in Amman. “We are committed to full debt forgive- 
ness in 1995 and we will meet our commitment.” Mr Gore’s . 
overnight visit set the stage for a meeting between King 
Hussein »nH President Bill ninton in Washington navt week. 
Reuter. Amman 

35 die in Tajik border clash 

Russian border guards yesterday killed 35 armed men trying 
to cross into Tajikistan from Af ghanis tan, Russian officials 
said yesterday. The incident is likely to jeopardise efforts by 
the Tajik government, which is backed by the Russian mili- 
tary, and the exiled opposition, which has been harrying the 
government from bases in Afghanistan, to extend a 1984 cease- 
fire. Border rfaghes are exp ecte d to intensify as the spring 
thaw gives the opposition forces more mobility in Tajikistan's 
mountainous border region. Chrystia Freeland, Moscow. 
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A look at how the Towers Perrin — Kinsley Lord 
combination can benefit your organization. 


Towers Perrin’s acquisition of Kinsley Lord, the UK’s leading 
change management consultants, does more than strengthen both 
organizations. It offers our clients a new resource to implement 
change and improve performance. 

Kinsley Lord is highly regarded tor innovative approaches to 
change management. Towers Perrin is a leading management con- 
sulting firm specializing in human resource and benefits issues. Our 
People Strategy methodology is a breakthrough tool for linking 



missing this piece? 


people with overall business strategy. Although employees are gener- 
ally considered a company's greatest asset, in practice their strategic 
importance tends to be overlooked. 

We believe the Towers Perrin — Kinsley Lord combination will be 
a benefit to all of our clients by helping them identify gaps and weak- 
nesses and build the strength, flexibility and confidence to execute 
their strategies. Together, we can add the muscle to lift your organi- 
zation to a new level of performance. 


Towers Perrin 
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NEWS: UK 

# Slowdown in export growth to US and outside Europe # Price rise reflects strength ot D-Mark and yen 

Import price rise prompts fears over interest rates 

bu liaiin T^t n.t.inl. r.. .kr.nt u n lrnT mu>nMn .mIma 4iMHnptc A It h.u icrh ctmno nvpruost cnloc 


By Gillian Tett, 

Economics Staff 

UR companies are facing sharp 
rises in the cost of many 
imported products, exacerbat- 
ing fears in the City of London 
that interest rates may rise fur- 
ther in the months ahead. 

The increase in import 
prices, combined with a slow- 
down in export growth outside 
Europe after a surge last year, 
has reversed some of the 
recent improvement in the OK 
trade deficit. 

The Central Statistical Office 
said yesterday that the UE 
trade deficit with countries 
outside the European Union, 


which account for about half of 
UR trade, was a seasonally 
adjusted £343m ($541 34m) in 
February - roughly the same 
level as in January. 

This was considerably better 
than December’s deficit, which 
had been affected by unusually 
high levels or imported art- 
works. However, it was worse 
than the deficits recorded last 
autumn, partly because of 
higher import prices. 

Import prices, excluding oil 
and erratics, rose 53 per cent 
in the three months to Febru- 
ary. compared with the previ- 
ous three months, and were 8.4 
per cent higher than the same 
period of a year before. Conse- 


quently the value of imports 
rose by 5 per cent between 
December and February, 
despite relatively unchanging 
volume levels. 

Although the price rise 
started in Decexhber, the sharp- 
est growth has occurred since 
the start of the year, affecting 
almost all categories of goods. 
This suggests that it partly 
reflects the recent strength of 
the D-Mark and yen, which 
have risen by 10 per cent and 8 
per cent respectively against 
sterling since the start of the 
year. 

The figures also suggest that 
the pattern of UR export 
growth may be changing. 


Although strong overseas sales 
of oil and diamonds left overall 
exports at record levels in Feb- 
ruary, remaining exports fell 
by 2 per cent, in volume terms, 
between December and Febru- 
ary. 

Some of this fall may reflect 
a slower pace of growth in the 
US economy. Exports to the US 
grew only 13 per cent between 
December and February. 
Exports to the buoyant econo- 
mies of south-east Asia fell by 
6 per cent during the period. 

However, most economists 
expect this fall to be partly off- 
set by higher European exports 
in the months ahead, with 
dem and in Europe now rising. 
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Candidates line A nation fascinated and frightened by sex 

1111 fnr Dost' 3 1 Only the British can combine one senior represents 

AVA prurience and puritanism so 

— _ _ deftly. I do not know how well 

Bank of England 


By Robert Chote 

It Is traditional that one of the 
top two jobs at the Bank of 
England should be occupied by 
an insider and the other by an 
outsider. But Mr Rupert Pen- 
nan t-Rea's ignominious depar- 
ture yesterday may lead to a 
break with precedent. 

Observers inside and outside 
the Bank said it might prove 
difficult to find an external 
successor to Mr Pennant-Rea 
who would be of sufficient 
quality, but who would be con- 
tent to play second fiddle to Mr 
Eddie George, the governor. 

The leading internal candi- 
dates are thought to be the 
four executive directors of the 
Bank who occupy the positions 
immediately below the deputy 
governorship in its hierarchy. 

Perhaps the most highly fan- 
cied is Mr Pen Kent, who is 
responsible for areas including 
financial markets, institutions 
and business finance. Col- 
leagues say he has won a repu- 
tation as a troubleshooter, for 
example in the attempt to 
come up with an electronic 
share settlement system for 


the stock market Mr Kent has 
experience in the Bank’s 
operations and has also proved 
adept at complex company res- 
cues. 

His main rival may prove to 
be Mr lan Plenderlefth, who is 
responsible for the Bank’s 
operations in the foreign 
exchange and g ift s markets. 

IDs supporters argue that he 
is closer to the governor than 
Mr Kent His detractors say his 
experience has been limited. 

Mr Mervyn King, the Bank's 
chief economist is said to have 
seen himself as a candidate for 
the deputy governorship when 
the job last came up. But B ank 
insiders say that his key role 
in compiling the quarterly 
inflation report means that he 
would be difficult to replace if 
promoted. 

The final executive director 
is Mr Brian Quinn, who is 
responsible far banking super- 
vision. He is thought an out- 
side bet because he is naaring 
retirement and because, as one 
former Bank official put it. be 
has been in charge of hanking 
supervision “not during one of 
its most glorious periods’*. 


Only the British can combine 
prurience and puritanism so 
deftly. I do not know how well 
Mr Rupert Pennant-Rea did his 
job as deputy governor of the 
Raulc of En gland. 

His appointment two years 
ago ruffled feathers among 
proud insiders at this august 
Institution. His responsibility 
for the Bank's internal reor- 
ganisation did not win him 
many Mends. On the other 
hand. Mr Eddie George, the 
present governor, does not 
have a reputation as the easi- 
est man to work with. And 
before this weekend's disclo- 
sures about his private life, no 
one suggested that Mr Pen- 
nant-Rea was incapable or 
incompetent 

So his resignation can be 
blamed on nothing else but the 
publicity surrounding his 
extramarital affair with a 
American journalist Ms Mary 
tnipn Synon. This affair last- 
ing three years and ending a 
year ago, disqualifies him 
apparently from deciding how 
best the bank should deploy its 
resources or how better it 
might supervise the City's 
financial institutions. 

Why? Apparently the consen- 
sus is that he did the right 
thing There was one respect- 
able reason for his departure. 
It was probably the only way 
that Mr Pennant-Rea could 






shield his wife and family from 
the relentless pursuit of the 
press. 

As for the rest, the explana- 
tions are breathtaking in their 
hypocrisy, infused by an atti- 
tude to sex which belongs to 
adolescent awakening behind 
the playground bike-shed. Mr 
Pennant-Rea, on this analy sis 
had made the Rank a laughing 
stock. Now that the world 
knew the details of his torrid 
affair, it would be impossible 
for others to take him seri- 
ously at those important meet- 
ings about the future of Bar- 
ings or the level of interest 
rates. 

His most heinous crime 


though was to take his mis- 
tress through the portals of the 
Bank- More than that, on one 
occasion they made love on the 
floor of the governor's dressing 
room. Mr Pennant-Rea wrote 
explicit letters, describing the 
sort of sexual fantasies which 
respectable people must never 
own up to. It is perfectly cor- 
rect for the rest of us to snig- 
ger behind our hands as we 
pore over the in tima te details 
in our newspapers. But how 
could such a man any longer 
be trusted with important mat- 
ters of finance? 

Another charge laid against 
Mr Pennant-Rea is that he 
treated his mistress badly. Ms 


American-born Ms Synon 
yesterday ioid Irish radio lis- 
tener; >:hai she and Mr Pen- 
nant -Rea bad been head over 
heels in love". 

She added of the end of the 
affai~. if yon are going to 
damp, don't dump a financial 
journalist if yon are the 
deputy governor of the Bank 
of England, that* s dumb.” 

She jiaimed Mr Pennant-Rea 
had “turned vicious and 
extremely nasty” when they 
broke up. “And nothing could 
be angrier than an irish-Amer- 
ican financial journalist who 
has been badly treated by the 
deputy governor.’* 

Synon certainly thinks so. But 
the rest of us have no way of 
judging how well or badly Mr 
Pennant-Rea behaved: or of 
concluding that his personal 
behaviour disqualified him 
from his job. 

As for suggestions that the 
affair involved misuse of a 
chauffeur-driven car or 
breaches in Bank security, 
these are simply guff. The 
charges are made only to give 
newspapers a public interest 
defence if they are held to 
account for their intrusions. 

No ii was the sex. and in 
particular, the offbeat sex. that 
did for Mr Pennant-Rea. It 
would have been perfectly all 


right , one senior representative 
of a tabloid newspaper assured 
me yesterday, if the love- 
making sessions had been con- 
fined to a smar t Mayfair hotel. 
But sex in someone else’s 
office was. well, tacky. At once 
repressed and salacious, the 
British have strong views on 
the proper conduct of extra- 
marital affairs. 

It is tempting to blame Mr 
Pennant-Rea’s departure on 
the ill-fated Back to Basics 
campaign launched, and just 
as quickly dropped, by Mr 
John Major’s government two 
years ago. After all, extramari- 
tal sex never used to be a dis- 
qualification for high office. It 
is true that Mr Major's ill- 
judged attempt to enrol his 
administration in the moral 
majority has claimed a string 
of ministerial victims. The lat- 
est casualty was Mr Robert 
Hughes, the public service 
minister, who resigned just a 
few weeks ago after admitting 
adultery. The deeper truth, 
however, is that Back to Basics 
simply gave the media an 
opportunity to tap a flaw in 
our national psyche. The Brit- 
ish are fascinated by sex. They 
cannot read or hear enough 
about it. But most are also 
frightened by it So they exact 
revenge on those who are not. 

Philip Stephens 


MPs gasp 
at news of 
executive’s 
‘little’ jobs 

Financial Times R e p ort e rs 

The £293,750-a-year chief 
executive of electricity genera- 
tor PowerGen yesterday sur- 
prised MPs investigating pay 

for senior executives when he 
told them he had three other 
•‘little’* jobs paying him 

£36.000-a-year ($57,000). 

Mr Ed Wallis drew gasps of 
disbelief from some MPs on 
the House of Commons 
employment committee when 
he pointed out that he did the 
extra jobs in his “own. time”. 
He earns £17,000-a-year from 
the British Standards Insti- 
tute, £10,000 from Mercury 
Asset Management and £9,000 
from the German electricity 
generator RYE. “It is useful 
experience for me," he said. 
“It is all done in my own 
time.” 

Mr Wallace, 55, received 
PowerGen pension cost pay- 
ments of £53,000 last year. He 
told MPs he also has share 
options worth £332,000. 

Ms Angela Eagle, Labour MP 
for Wallasey, pointed out after 
the committee hearing that Mr 
Wallis earned more from his 
“little” jobs than an MP’s 
annual salary of £33,000. 
“They condemn themselves 
out of their own months,” she 
said. 

The MPs were told during 
the committee hearing that up 
to a quarter of the workforce 
of PowerGen could lose their 
jobs in a new voluntary redun- 
dancy scheme. Sir Colin South- 
gate, chairman of PowerGen, 
said that “as many as one 
thousand” and “a minim um of 
700 to 800” jobs would be cut 

The select committee was 
also told that PowerGen is to 
give shareholders full details 
of directors' remuneration in 
its next annual report and 
accounts. Sir Colin said that 
toiler disclosure was the one 
major reform which should be 
introduced to hdp calm public 
concerns over bosses’ pay. 

Full details were released to 
committee members yesterday 
including comprehensive 
share options details. 
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CONTRACTS & TENDERS 


NOTICE FOR THE CONCESSION AND SHARE SALE TENDER 

The Minister of Transport, Telecommunications and Water Management of the Republic of Hungary (“Minister*') together with the State Asset Holding 
Company <“AV RL") announces the public lender in 60 days time for the nationwide and regional distribution and broadcasting of public service radio and 
television programmes, through the conclusion of a concession agreement and share purchase, in the territory of the Republic of Hungary under Act No. XVI 
of 19V1 on Concessions. Act No. LXXD of 1992 on Telecommonicafa'ans. Act No. LDI of 1992 on Longterm state asset management and utilisation. Minister 
Decree No. 25/1993 fIX.9.) on the Tender procedures for the telecom municaiion services concessions and tbc payable fees in connection thereto and 
Government Decree No. II IQ/1994. (XII.Z-J on Privatization of “Antenna H angina" Hungarian Radio Communications Corporation (“Antenna H angaria 
RL”) 

The planned share sale 

AV Ri. hereby announces that in accordance with the requirements of Government Decree No. 1100/1994 (X1L2.) and after the necessary capita] increase, it 
wishes to sell pan of the registered capital of Antenna Hungfria RL corresponding to 50%+ 1 votes to a professional investor or group of investors. 

Scope of the activity subject to concession; geographical and public administration anJt set op far the purposes of the concession right 
The successful investor or the group of investors winning the tender will be entitled to provide nationwide and regional distribution and broadcasting of public 
service radio and television programmes in the entire territory of the Republic of Hungary as defined in Section 3 subpara (I) (dj of the Telecommunications 
Act and to carry out ail other activities defined in Section 5 subpaia(4) of the Telecommunications Act. 

Development targets of the concession 

The purpose of the concession for the Government is to ensure under the concession agreement that the concession company provides, as its concession 
obligation, for the development and maintenance of the nationwide and regional distribution and broadcasting of public service radio and television 
programmes as required by the lender. 

The concession company is obliged to initiate such infrastructure development as would guarantee the extension of the radio and television network and an 
increase in the level of the services. 

The extension of the radio and television network should result in the provision of an identical distribution and broadcasting service to all inhabitants of the 
regions and the country by the dates determined by the relevant authorities. 

The concession agreement provides for the developmenLof the CCIR URH networks, the application of digital voice broadcasting, high-tic-innt »in/widescrccD 
televisions and other modern broadcasting methods and the introduction of digital transmitting technologies. 

The development and maintenance of infrastructure to be provided by tire concesion company are to be used in the most effective way to provide broadcasting 
and telecommunication services which are not covered by tire concession, but which could help to fulfil nationwide and regional telecommunication needs. 
The Government intends to further strengthen the position of Antenna Hungiria Rl in providing radio and television programmes broadcasting and radio 
telecommunication services by introducing new technologies and new service methods. 

A detailed description of the development aims will be included in tbc Invitation for the Concession and Privatisation Tender and the Prospectus published at 
the same time. 

Period of the concession right and its extension: exdnstvfty 

The validity period of the concession agreement is 15 years which can be extended by seven and half years without a further invitation to teoder. by the mutual 
agreement of the parties. 

The successful investor or group of investors will be entitled to provide the nationwide and regional distribution and broadcasting of public service radio and 
television programmes for a period of eight years with exclusivity from tbc date of the coming into effect of the concession agreement concluded with the 
Minister. 

Pre-qualification requirements 

The investors or groups of investors intending to participate in the lender have to fulfil the follow ing pre-qualification requirements. 

The ins estor must: 

- be an expert in the Geld of distribution and broadcasting, of sufficient capital means and well-known in bis professional circle: if it is a group of investors 
at least one member of the group must meet this requirement and the members of the group wilt have joint and several liability. 

- present as a reference at least one working radio and television distribution and broadcasting system which was established or operated by him. 

| - pros e that in the course of the previous three business years no bankruptcy or liquidation process was initiated against him and that there is none in progress, 
j - in the ease of winning the tender prove that he can cover financially the payment obligations in the year of 1995. 

Special rules concerning groups of investors 

If a group of investors intends to participate in the concession and privatisation lender, at least one member of a group of investors must meet ibe professional 
and financial requirements set out above, and all the members must meet the requirements concerning the bankruptcy and liquidation conditions set out above 
and the members of (he group will have to provide a written statement concerning their joint and several liability. 

Concession fee 

The concession fee will be defined in the Invitation for the Concession and Privatisation Tender. 

Preliminary information concerning tbc main issnes of Ibe concession tender 

The lender contains two steps: the investors or groups of investors imaidiug to participate will have the opportunity io submit counter-proposals. 

The Minister and AV Rl will arrange a pre-bid conference for tbc investors and tbc dale and other details will he announced in the lender. 

The Minister and AV Rl reserve the right to modify the conditions of the Notice for the Concession and Share Purchase Tender and Invitation for the 
Concession and Privatisation Tender and the modified conditions wifi be announced at the latest at the pre-bid conference in the same way as the inv itation 
tor lender was published. 

The official language of the tender is Hungarian. 

Proposals of the consumer federations and interested professional associations 

According to Section 4 subpara (4) of the Telecommunications Act the Minister hereby calls the consumer federations and intcreHcd professional associations 
10 express their opinion and proposals to relation to the conditions of the tender and address them ro the Minister of Transport, Telecommunications and Water 
Management (H-IQ77 Budapest. Dob u. 75-SL) within 30 days of publication of (his Notice. 

Investor: or groups of investors intending to participate in the tender and who in then view meet tbc requirements of I he pre-qualification can obtain the 
company description prospectus in the Hungarian language or - with a special request in the English language, from the legal counsel appointed by the issuer 
of this Notice: KOvcs & Tarsai Clifford Chance, H-1075 Budapest Maddcb Imre lit 14.. 263-1600; Fax 263-1610. 

Information on the above is available from the following persons 

KozIckedtsL H irkozksi es Vizugyi Minisztfrium Allami VagvonkczrlO Reszwnytirsasag 

Tavkuzlesi Onalld Ostialy Infrastruknira Portfolio 

Takucs Kalman fbosztalyvezcio Belccz Benedck igazgatti 

1077 Budapest. Dob u. 75/81 . 1115 Budapest, Bank bin n. I7/b 

Tel: (36 I ) 342-27S8 Tel: (.35 1) 209-0150 
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FT EXPOR TER? Spring Issue - April 18th 

The next issue ot the F I EXPORT fcR. Europe's leading export review will appear 
with the Financial Tiir.es throughout ihe UK and the Continent, on April 18th. 
Packed with advice, infr;-, nation - including in this issue, a special focus on Eastern 
Europe - and case studies. A “must read r for ail current or potential exporters. 

To receive further information, please contact 
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Sally Beynon 

Tel: +44(0) 171 873 3815 


Aine O’Connor 

Fax: +44 (0) 171 873 4071 


f ih . 












& t 


if 


Ns 


£ 


/.•!« 


<5 



fpj ANCIAL times 


WEDNESDAY MARCH 22 1995 








NEWS: UK 


Orimulsion group aims at vast sales growth 


By Michael Smith 

oSnSon EU t^ Pean of 

Onmulsion, the controversial fuel. 

yesterday announced plana for a sev- 

eofold increase in sales by the end of 

th ® ***& most of the growth 

expected m the UK. 

Tbe company is Bilor Europe an 
offshoot of Bitumenes OrLooooi'the 
Venezuelan oil company which devel- 
oped Orimulsion and which is itself a 
subsidiary of Petroleos De Venezuela 
a state-owned company. The Eunv 
pean company’s ambitions will alarm 
companies and environmentalists con- 
cerned about its ability to digpia^*. ujj 


coal and its alleged effects on the 
environment and health Environmen- 
tal campaigners have described 
orimulsion as "the world’s filthiest 
fuel". 

Opponents include Prudential. 
Britain’s largest life assurer, which is 
suing PowerGen. the former state- 
owned generator of electricity. Pru- 
dential claims that PowerGen’s burn- 
ing of Orimulsion at Richborough 
power station on the Kent coast to the 
south-east of London is damag in g 
craps on one of its farms. PowerGen 
denies the allegation 

Bitor Europe said yesterday it was 
on target to expand sales from 1.4m 


tonnes in Europe last year to 10m 
tonnes by the year 2000. Orimulsion is 
a natural bitumen based In water. 
Sales next year are expected to be 
double the 1994 total. 

Biter's most significant opportunity 
lies with National Power which Is 
seeking consent to modify the 
2000MW oil-fired power station at 
Pembroke in south Wales to burn 
between 4m and 5m tonnes of Qrhnnl- 
slon a year from about 1998. 

National Power plans to spend 
“several hundred million pounds" on 
fitting flue gas desulphurisation to 
allow it to generate electricity at Pem- 
broke. The equipment would remove 


94 per cent of sulphur dioxide emis- 
sions from the combustion gases. 

Concerns remain about the health 
effects of Orimulsion plants' emis- 
sions. Some protestors inducting Dr 
Dick van Steenls. a retired doctor, say 
It could increase the incidence of 
asthma. Pembrokeshire Health 
Authority is investigating the allega- 
tions. which Bitor denies. 

Bitor Europe said an independent 
assessment of the environmental 
impact of burning Orimulsion at Rich- 
borough, carried out last year for 
Kent County Council, concluded there 
were no significant environmental 
problems. Bitor said that, compared 


with coal, combustion of Orimulsion 
emits up to 50 per cent less nitrogen 
oxide which can contribute to acid 
rain; less dust, by a factor of four; 50 
timpg less ash; and 20 per cent less 
carbon dioxide. 

Even without flue gas de- 
sutphurisation, sulphur dioxide emis- 
sions are similar to those from higher- 
sulphur cpate used in the UK, accord- 
ing to the company. Bitor was given a 
boost early this year when SK Power, 
the Danish utility, decided to bum 
Orimulsion at the 700 MW unit 5 at 
Assaes power station on the island of 
Tpnian H jt will bum at least l.lm 
tonnes rids year. 


UK NEWS DIGEST 

BT accused 
of unfair 
competition 

British Telecommunications, the dominant UK 
telecoms operator, has been accused of damag- 
ing competitors by s alting fixed-line telephone 
equipment - handsets and fax machines - to 
domestic customers and small businesses at 
less than cost price. 

The suggestion came from four UK rivals - 
Audioline, one of the larger suppliers of fixed 
and cordless telephones in the UK, Amstrad, 
the consumer electronics company which 
makes telephones and facsimile marhi'noc and 
two smaller equipment manufacturers. Gee- 
marc and Betacom. The suggestion is tha t BT 
is cross-subsidising its telephone equipment 
business from its profitable services operations 
- a practice forbidden under the terms of its 
licence. 

Mr Don Cruickshank, director-general of 
Oftel, the telecoms regulator, yesterday 
announced a three-month investigation into 
BTs allegedly anti-competitive behaviour. 
Other complaints being studied by Oftel are 
that BT refuses to stock non-BT branded 
equipment in its shops and will not rent out 
non-BT branded equipment If the allegations 
are proved, Mr Cruickshank could take actions 
ranging from ordering BT to change Its prac- 
tices to referring it to the Monopolies and 
Mergers Commission. 

Alan Cane, Industrial Staff 

Managers urged to 
spot stress symptoms 

A leading organisational psychologist said yes- 
terday that managers should be more aware of 
the symptoms City dealers display under pres- 
sure “before they bum out or make a ho g 
mistake." 

Prof Cary Cooper of the University of Man- 
chester's Institute of Science and Technology, 
and co-author of the book Stress in the Dealing 
Room, said such symptoms could include a 
lack of concentration, a loss of sense of 
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humour, withdrawal and unusual dealing 
behaviour. “The pressures of those jobs are 
enormous - there are a lot of people who could 
use some support” . . , 

He said the technological changes which had 
Ti gris 24-hour trading possible, and the “infor- 
mation overload" confronting traders, meant 
that the pressures on many dealers ware “just 
too great". The London International Financial 
Futures and Options Exchange this week said 
it was considering introducing a welfare pro- 
gramme for its staff and members to address 
the health hazards arising from their work 
environment. 

Conner Middehnarm 

Courtaulds to set 
up works council 

Courtaulds Textiles, the UK clothing group, 
has decided to establish a consultative works 


council for all its 20,000 employees in the Euro- 
pean Union. Negotiations are expected to 
begin shortly between the company and trade 
unions in the UK, France, Germany and Spain 
on the details of the new consultative body. 

Mr John Billing, management services direc- 
tor. said yesterday he was ready to enter into 
talks with the te xt il e , leather and dnthfo g 
committee of the European Trade Union Con- 
federation over the creation of the proposed 
works coundL 

The Courtaulds* decision reflects an increas- 
ing move towards creating consultative and 
information committees by European transna- 
tional corporations as a result of the new 
European Union directive. 

Although the UK government secured an 
opt-out from the provisions of the EU social 
chapter under the 1991 Maastricht treaty that 
covers the new directive, it appears many UK 
companies believe they should establish the 
new bodies for all employees across the EU. 

Under the EU legislation, companies have 
until September 1996 to create their own works 
councils. After that date they would have to 
introduce ones based on a model laid down in 
the directive. 

Robert Taylor, Employment Editor 

Computer glitch 
affects lottery cards 

Camelot. Britain’s National 
Lottery operator, yesterday 
suffered its first embarrassing 
glitch when a computer soft- 
ware fault forced it to with- 
draw millions of scratch cards 

hours after their launch. The 

uatioh al £1 ($1.58) scratch cards with 

WTTHff prizes ranging from £1 to 
£50,000 have to be swiped through a validation 
machine before they are sold to the public to 
prevent theft As more and more cards were 
sold, the validation system, which had worked 
perfectly in trials, began operating so slowly 
that it was impractical to continue selling the 
cards. Software engineers are now trying to 
locate the fault and see what changes are 
necessary. The validation machines are sup- 
plied by GTEC. the US lottery equipment man- 
ufacturer. which is also a member of the Cam- 
elot consortium. Raymond Snoddy 

Truck crime grows 

Some 70 per cent of the UK’s 85.000 haulage 
companies are victims of truck crime, which 
costs a total of about £1.6bn a year, says a 
survey published yesterday by the Road Haul- 
age Association and the Royal Automobile 
Club. The survey found there were four times 
as many truck crimes in the UK as previously 
thought with nearly half of all hauliers claim- 
ing to have been hit by an average of five 
truck crimes in the last year alone. PA News 

Shopworkers under attack: Violence ag a i n st 
shopworkers is continuing at “appalling lev- 
els” despite growing precautions by store own- 
ers, said the Health and Safety Executive. 
Workers at liquor stores, garages and news- 
agents were among the most vulnerable to 
attack, it added. 

“Green" demonstrators held: Four people 
were arrested after chaining themselves to the 
doors of a government department in protest 
at oil exploration at an important marine wild- 
life site in south Wales. Police used bolt cut- 
ters to remove the four from the Department 
of Trade and Industry in London. The protest- 
ers were trying to block what they called a 
“sordid auction” in oil and gas lic e n si ng for 
development of the Welsh sea bed. 

Court told of obsession: A man accused of 
murdering bis girlfriend after she ended their 
relationship was obsessed by film star Arnold 
Schwarzenegger and was nickname d “Anne” 
by work colleagues, a court in Norwich in 
eastern England was told. Postman Shaun 
Thrower, 22, was fascinated by guns and col- 
lected Schwarzenegger videos, the court heard. 
Mr Thrower denies murdering Amanda Wagg, 
17, but pleads guilty to manslanghter on the 
grounds of diminished responsibility. Consul- 
tant psychiatrist Dr Henry Kennedy said Mr 
Thrower's obsession with Schwarzenegger was 
“significant” to the case. 
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Top Conservatives are told to watch for pitfalls 

PM seeks to avoid gaffes 


By James BQtz 
at Westminster 

Mr John Major, the prime 
minister, yesterday moved to 
staunch the flow of gaffes and 
blunders committed by mem- 
bers of his cabinet by setting 
up a new committee that will 
coordinate the presentation of 
government policy. 

As ministers continue to 
make conflicting comments on 
themes such as economic 
recovery and European inte- 
gration, the prime minister 
announced the creation of a 
“ministerial fftmmit t w on the 
co-ordination and presentation 
of government poUcy". 

The group is to be chaired by 
Mr David Hunt, the minister 
for public service, who already 
chairs many cabinet commit- 
tees on specific policy areas. 

The other members will be 
Mr Tony Newton, leader of the 
House of Commons, Lord Cran- 
borne, leader of the House of 
Lords, and Mr Jeremy Hanley, 
tile Conservative party chair- 
man. It is understood that 
some Downing Street officials 


State of parties In the 
Home of Commons 


Conservative 


320 


Conservative rebels 

9 

Labour 

220 

liberal Democrat 

23 

Welsh Nationalist 

4 

Scottish Nationalist 

3 

Northern Intend MPs 
IBster Unionist 

Social Democratic and 

9 

| 

4 

Democratic Unionist 

3 

Speaker and deputies 
(iwwotmg) 

4 

Seeds vacant became of 
MPa’ deaths 

2 

TOTAL 

651 


- including Mr Christopher 
Meyer, the prime minster's 
press secretary - may also be 
invited to participate. 

Downing Street yesterday 
described the committee’s rede 
in the driest of terms, saying it 
would examine “longer-term 
issues of government policy," 
“set priorities for the govern- 


ment,’’ "co-ordinate policy" 
and ensure that “things lock 
together." 

A more blunt description of 
its role might be to prevent 
ministers slipping on any more 
political banana skins. 

In recent weeks, the govern- 
ment has stumbled over more 
than a few. Mr Hanley ran into 
trouble last week by Haimmg 
that Labour councils were 
“corrupt-” Mr Kenneth Clarke, 
the chancellor, produced a 
series of gaffes, including a 
statement that the “feel-good 
factor" might not make itself 
felt before the next election. 

• Mr John Major’s working 
majority in the House of Com- 
mons has been reduced further 
by the death of Mr James Kil- 
fedder, the only MP in North- 
ern Ireland’s Popular Unionist 
party and a staunch supporter 
of the Conservative govern- 
ment Sir James, who was 66, 
first entered parliament in 
1964. 

Sir James died of a suspected 
heart attack on a train 
between London and Gatwick 
airport 


Companies face 
prosecution over 
deaths at port 


By Charles Batchelor, 
Transport Correspondent 

Lloyd's Register, the 
235-year-old organisation 
which vets the quality of much 
of the world’s shipping, faces 
its first criminal prosecution 
over alleged breaches of health 
and safety law following the 
collapse of a passenger walk- 
way in the port of Ramsgate In 
south-east England last Sep- 
tember. 

Lloyd's - which is not linked 
to the Lloyd's insurance mar- 
ket - Is one of four companies 
being prosecuted by the Health 
& Safety Executive over the 
incident. Six passengers 
attempting to board a ferry 
died and several more were 
seriously injured. Lloyd’s 
assessed the walkway’s design 
and supervised its installation. 

The other companies facing 
charges are Port Ramsgate, the 
operator of the walkway, and 
two Swedish companies. Far- 
tygsenfreprenader (FEAB) and 
Fartygskonstruktioner (FKAB) 
which were responsible for its 
design, construction and instal- 
lation. 

The decision to prosecute 
Lloyds hi g hli g hts the role of 
the classification societies 
which oversee and approve the 
design and construction of 
ships. They have been accused 
of attempting to duck their 
responsibilities when accidents 
occur but have responded that 
they are not to blame if mis- 
haps arise from poor operating 
procedures. 

The HSE said that its 
charges alleged that the com- 
panies had “failed to conduct 
their iinriffrto kings in such a 
way as to ensure, so far as was 
reasonably practicable, the 


One of the most widely 
promoted ship launches of the 
last 30 years risks turning into 
a publicity disaster, Jimmy 
Burns writes. Peninsular and 
Oriental Steam Navigation 
(P&O), the British shipping 
and property group, last night 
reluctantly confirmed that the 
arrival in Southampton of its 
new luxury finer, the Oriana, 
bad been delayed by a week, 
forcing the postponement iff a 
series of celebrations. 

P&O was told on Monday by 
the Meyer Werft shipyard in 
Germany, where the Oriana 
was built, that the ship would 
be unable to sail on schedule. 
The testing of electronic 
systems bad not been com- 
pleted and some damaged 
high-tech propellers needed 
farther repair and modifica- 
tion. 

Mr Gwyn Hughes, managing 
director of P&O Cruises said: 
“This is causing us some 
domestic headaches but noth- 
ing more significant than 
that." 

safety of passengers using the 
walkway.” Lloyd's responded 
that it was: “very surprised at 
this development.” It believed 
it “had fulfilled its obligations 
with all due care and compe- 
tence”. 

“Lloyd's has never before 
been criminally prosecuted for 
any alleged negligence in any 
country worldwide in any area 
of its activity." it added. 

One reason for the novelty of 
this action against Lloyd’s is 
the fact that the HSE is not 
responsible for maritime safety 
where the company does most 
of its work. But the walkway is 
a shore structure. 



Bank oirquality. 


Bank on Esbank’s qualified performance built 
on the same principles since its foundation. 

Prudence pursued throughout each and every 
day of 67 years of banking experience. 

Dedication to being the best in all modem 
hanking services. 

Esbank’s prudence and dedication add up to its 
total quality. For unrivalled service in your 
ventures in Turkey, bank on Eshank. 


ESBANK 


-PRUDENCE AND DEDICATION* 


ESBANK T.A.$. HEAD OFFICE 

M cy a d yet Ciddeii 141, Tepeboyi, 80050 IsuiAul/Torkry 

Phone: (90-212) 251 7Z 70 (19 lines) 

Fax: (90-212) 243 23 96 Telex: 25558 etin tr 
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BUSINESS AND THE ENVIRONMENT 


I t was a stormy morning in 
December when ten people 
stepped out of a coach at Hun- 
terston nuclear power station, 
south of Glasgow. They had arrived 
to conduct an experiment: an envi- 
ronmental risk rating of the sta- 
tion's owner, Scottish Nuclear. 

The company, which is state- 
owned and generates half of Scot- 
land's electricity, had offered itself 
as a guinea pig to see if an environ- 
mental risk rating - much dis- 
cussed in financial circles, hut little 
tested - was a practical way of mea- 
suring a company's environmental 
condition. The experiment had been 
put together by the Centre for the 
Study of Financial Innovation, an 
independent London-based think 
tank which specialises in new ideas 
in the finance business. 

The team, of which I was a mem- 
ber, included experts in nuclear 
technology, risk assessment, envtro- 
mental auditing and financial anal- 
ysis. For several months we had 
been researching the background to 
the company, and this was the 
opportunity to see the plant for our- 
selves and interview management 
Our task was not to measure how 
“green” Scottish Nuclear was but to 
assess its capacity to manage its 
liabilities and generate sufficient 
cash to keep them properly funded. 
Our report would be for the City 
rather than Greenpeace. We knew 
that Scottish Nuclear had large 
environmental costs: thousands of 
tonnes of radioactive waste and 
three nuclear power stations which 
would have to be decommissioned 
and cleaned up. The question was: 
did these liabilities pose any risk to 
future lenders or investors in the 
company? 

It was an ambitious project, also 
potentially sensitive politically 
because the government was in the 
process of reviewing nuclear policy 
to see whether Scottish Nuclear and 
its English sister. Nuclear Electric, 
should be privatised. The issue of 
financial risk was therefore para- 
mount 

We had begun our analysis by 
looking at the obvious sources of 
risk: pollution, toxic substances, 
safety procedures, and the quality 
of physical plant and control 
systems. Although the risk poten- 
tial was enormously high, the tech- 
nical specialists in the group con- 
cluded that Scottish Nuclear’s 
equipment and controls were of a 
high standard and that the likeli- 
hood of accident was low. 

We also examined the company’s 
record on nuclear emissions and 
incidents. These showed that its 
safety record was also good, mea- 
sured on the internationally 
accepted scale for nuclear incidents. 

We then moved on to the more 
difficult issues of waste disposal 
and plant decommissioning. 
Although these are also technical 
matters to do with how radioactive 


David Lascelles was one of a team attempting to assess 
the risk rating of electricity generator Scottish Nuclear 
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material is handled and sites ren- 
dered safe, the essential issue for us 
was a financial one. Did Scottish 
Nuclear have the resources to meet 
its liabilities in these areas? 

To answer this question we had 
to form judgments about the 
strength of the business and its 
prospects. We also had to be sure 
that the estimates that Scottish 
Nuclear had made of the cost of 
waste disposal and decommission- 
ing were realistic, and not likely to 
be increased, for example by an 
unexpected tightening of regulatory 
standards. 

This was a difficult area for a 
number of reasons. On the radioac- 
tive waste side, the UK has no 
national policy and no final reposi- 
tory for all but the mildest forms. 
There is also still some uncertainty 
about the precise timetables which 


the nuclear industry uses to calcu- 
late decommissioning costs. Thus, it 
was not possible to put firm limits 
on the extent of Scottish Nuclear’s 
liabilities. 

However, it seemed to us, based 

‘It will be up to the 
markets to judge 
whether such a rating 
is useful to financial 
decision makers’ 

on indications of the government's 
thinking, that decisions in all these 
areas were immin ent, and that they 
would favour Scottish Nuclear’s 
approach. In other words, there was 
a greater likelihood that the com- 
pany had provided for its future 


costs adequately rather than poorly. 

The overall conclusion which we 
reached in our report was that Scot- 
tish Nuclear was “a modern, well- 
managed company with an excel- 
lent environment/safety record”. It 
had developed a sound business 
strategy and was well-placed to gen- 
erate the cash needed to fund its 
environmental liabilities. 

On the negative side, we were 
concerned by Scottish Nuclear's pol- 
icy of reinvesting its provisions in 
the business rather than placing 
them in a separate fund. This 
meant that money might not be 
available to meet unexpected needs, 
for example a plant having to be 
shut down early for technical or 
other reasons. We also injected a 
note of caution about the regulatory 
issues which still needed to be 
resolved. 


In the wider context, we noted 
that public hostility to nuclear 
could inhibit the industry's pros- 
pects, and there was a chance “ 
albeit small - that another Cherno- 
byl would bring growth to a bait. 
But we also concluded that privati- 
sation would, on balance, be a good 
thing, because the government 
would have to remove all the uncer- 
tainties to achieve a successful sale. 

In setting the rating itself, we 
identified 11 areas of potential risk, 
which we weighted and scored indi- 
vidually. There was also one area of 
potential environmental benefit: the 
possibility of a carbon tax on com- 
peting fossil fuels which would 
strengthen nuclear's relative posi- 
tion, though we thought the 
chances of this coining about were 
very small after the recent rumpus 
over VAT on home fueL 

In the end, we assigned Scottish 
Nuclear the third best rating, an 
“A” on a seven point scale ranging 
from AAA to C. This reflected our 
judgment that Scottish Nuclear’s 
liabilities, though large, were well- 
identified and under control. How- 
ever, we thought that the financial 
arrangements for underwriting 
these risks were designed to meet 
only the most predictable liabilities. 
To earn the top rating, a company 
would have to be in a position to 
meet large unexpected costs, and 
spare its investors and bankers all 
nasty surprises. 

We also concluded that Scottish 
Nuclear could qualify for a higher 
rating once the regulatory uncer- 
tainties had been cleared up. We 
were conscious, when we set the 
rating, that we were essentially try- 
ing to decide whether Scottish 
Nuclear was a safe investment and 
the answer seemed to he yes. 

Environmental risk rating is still 
in its infancy, and the methods we 
used will strike many as unsophisti- 
cated. But the purpose of the exer- 
cise was to see whether it could be 
done. Among the lessons we learnt 
was that environmental risk can be 
broken down into many constituent 
parts, and each can be analysed sep- 
arately. Although nuclear activity 
carries special risks, we identified 
12 such categories which could be 
universally applied (see table). 

What was the value of the exer- 
cise? The report says that it will be 
up to the financ ial markets to judge 
whether such a risk rating is useful 
to financial decision-makers. 

But we thought it highlighted 
aspects of a company “which are 
increasingly sensitive to the outside 
pressures of regulation and public 
opinion, in other words, forces 
which are to some extent beyond 
management control. It also 
touches on some of the longer-term 
aspects of a company's perfor- 
mance, which should help counter 
the tendency to short-termism 
which is so often decried in today’s 
markets.” 


Fishing for 
farmers 


Deborah Hargreaves on calls to 
double aquaculture output 

W hen Canada seized a intensive 

Spanish trawler in species su^ as hahbrtMdtob 
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W hen Canada seized a 
Spanish trawler in 
international waters off 
Newfoundland recently, it sparked 
a bitter diplomatic row over 
environmental protection for 
dwindling fish stocks and cast the 
spotlight once again on the 
problem of overfishing. 

While Canadian niounties were 
boarding the trawler Estai, the 
United Nations' Food and 
Agriculture Organisation in Rome 
was failing for a large increase in 
worldwide fish fanning capacity 
to supplement declining wild 
stocks of fish. 

The world's aquaculture 
industry is already worth $20bn 
and accounts for around 20 per 
cent of the overall fish harvest. 

But most of the fish produced are 
freshwater species - so far only 
five per cent of fanned fish live in 
saltwater. 

The FAO estimates fish farming 
must double output In the next 15 
years to 31m tonnes just to keep 
up with population increases. 

With 70 per cent of international 
fish stocks either depleted or near 
collapse, fish farmers could be 
forced to expand even more 
rapidly in coining years unless 
fish is to become an expensive 
luxury for future generations. 

“Aquaculture has seen a huge 
growth in the past 10 years and 
we are likely to see quantum leaps 
forward with new technology," 
says Robin Weicomme in Rome, 
who heads the FAO's inland water 
resources and aquaculture service. 

The world's fish farming 
industry is in its infancy and at a 
stage of development readied by 
agriculture several hundred years 
ago. It is a more expensive method 
of producing fish - costing up to 
20 per cent more for western 
consumer fish - and suffers from 
a poor environmental record in 
some parts of the world. 

Most fish farming occurs in 
south-east Asia where fish is a 
staple of the diet China accounts 
for more than half of the output 
with most systems focused on 
producing carp on a low-intensive 
basis. India has had rapid success 
with the production of farmed 
prawns and shrimps for export 
Western countries such as 
Canada, Norway and the UK are 
leading the research into the 


intensive production of high-value 
species such as halibut and turbot 
Farmed salmon already accounts 
for around 60,000 tonnes of the 
UK’s fish consumption. 

The FAO expects rapid growth 
in global output of high-value 
species with developing nations 
looking to earn important export 
revenues from supplying western 
markets. 

One big drawback to these 
species is that they are 
carnivorous and need to be fed 
high-quality fish meaL “The 
problem is that you have to catch 
low-quality fish to produce high 
value species - the industry is 
looking for white fish that are 
herbivorous and appeal to a 
western palate,” says Malcolm 
McAllister, marine forming 
manager at the UK's Sea Fish 
Industry Authority. McAllister is 
leading research into commercial 
f anning of halib ut in Scotland. 

China's low-intensive methods 
concentrate on herbivorous fish, 
which are inexpensive to produce 
and rely on cheap labour, but 
mostly supply the local 
population. Other developing 
countries are looking to tilapia, a 
tropical white fish, which can 
grow quickly and is herbivorous, 
as an export earner. Jamaica 
supplies around 5,000 tonnes of 
tilapia to the UK and the US has 
started to import the species. 

The FAO is trying to promote 
this type of fish farming in Africa 
and Latin America as a way for 
poor formers to diversify and 
improve their profits. 

Meanwhile, new technology is 
being developed to cut the cost of 
fish fa rming and to make it more 
environmen tall y-friencfl y. The 
Danish Institute of Aquaculture 
Technology has developed a water 
recirculating system for producing 
200 tonnes of eel a year mid is 
working on. a similar project for 
saltwater fish. 

The FAO believes aquaculture 
production can double in 15 years, 
but its recent report sounds a note 
of caution: “The challenge is 
formidable. Proper planning, 
environmental considerations, 
proper system management and 
disease control will have to play a 
more important role than at 
present if crashes in production 
are to be avoided.” 
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We wanted the 
joy of a stick. 

Without the drag 
of a clutch. 

Ac Saab we enjoy driving as much as you do. 
Particularly zipping through the gears on the 
open road. 

What we have never managed to enjoy is 
constantly pumping the clutch in a traffic jam. 

So we looked around for a way to have one 
without the other. And we finally decided to 
borrow an idea from Formula 1 racing cars. 

The result is Saab Sensonic. 

YOUR LEFT LEG CAN RELAX. 

With Saab Sensonic, we’ve eliminated the 
dutch pedal. Instead, we’ve fitted an electro- 
hydraulic system that does a II the work 
your left leg used to do. 

So on the open road you get ail the 
enjoyment and fingertip control that 
only a stick shift can provide. But in 
traffic you get the clutchless ease of V ^ 
an automatic. 

It’s yet another case of getting the % * 
best of both worlds. \ 

SAAB 900 TURBO AND FORMULA 1. * 

The idea of the dutchless gear stick isn't new. 
But originally you could get it only in Formula 1 



and a couple of extremely expensive sports 
cars. Saab is one of the first manufacturers to 
offer this feature in an attainable production 
car - the Saab 900 Turbo. 

So you can now enjoy driving a car that 
gives you the performance of a stick shift 
turbo without the drag of a clutch. It’s a 
combination that anyone who enjoys driving 
probably want to try out. 

§Hp|9^. FOR personal reasons. 

Ever y Saab driver has his or her 
own reasons buying a Saab. Our 
* i° b is s/m P J y to give you as many rea- 
sons as possible. 

And with Saab Sensonic we’ve tried to 
gWe you a very 

special reason 
indeed. 
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Television/ Christopher Dimkley 

A long look at life in the close 


O ne of the advantages of 
the print medium over 
television is that you 
know from the outset 
what sort of item you are 
a two-paragraph news 
400-page novel. You cannot pre- 
dict the quality but you can easily see 
the thing m Its entirety before you 
begin so that you know whether to 

u !£ rse fectuai report or a 
relaxed non day read spread over sev- 
eral days. With television your expecta- 
tions can be wrong. The zappy half 
hour programme is now so common 
mat anything which turns out to be 
longer and more relaxed is in danger of 
seeming slow and heavy. Two new 
senes at the weekend faced this snag 
one succumbing miserably and the 
other succeeding triumphantly. 

MGM: When The Lion Roars is one of 
those programmes which sound as 
though they cannot fail: a three part 
series looking at Hollywood's biggest 
studio “using classic dips, rarely 
footage, and interviews with studio 
employees". We may pretend to be 
superior to clip shows, but most of us 
find them as moreish as liquorice all- 
sorts. However, we should have realised 
the moment that Patrick Stewart 
appeared, complete with Hollywood 
staircase and lashings of dry ice, 
talking in portentous tones about 
"movie theatres” and “motion picture 
studios” that this was to be neither a 
simple indulgence like That’s Entertain- 
ment, nor expert television history like 
Kevin Brownlow’s Hollywood. 

What we got instead was a turgid 
account of the early days of MGM 
which, despite its length (two hours) 
still managed to obscure as much as it 
revealed. It is 20 years since Kenneth 
Anger's first “Hollywood Babylon” 
book, so by now most of us have heard 
of the astonishing excesses - sexual. 


alcoholic, financial, narcotic - in the 
early years of the industry. Yet this 
programme simply pretended it had 
□ever happened, reverting instead to 
the tinsel and glamour routine, all the 
old stuff about the dream factory. Even 
when they did manage to come up with 
something more interesting, such as 
Helen Hayes' description of Irving Thal- 
berg collapsing in London, they left ns 
hanging in the air agfrfng “Then what 
happened?” Only masochists will watch 
episode two. 

On the o ther band it would be diffi- 
cult to resist part two of The Choir. The 
first episode used its 80 minutes to 
great effect, drawing you into the atmo- 
sphere of a cathedral choir school with 
a fixity of purpose which could never be 
indulged in any of those slam-bang half 
hour productions. The'difficulty was in 
adjusting your assumptions to those of 
the drama, but director Ferdinand Fair- 
fax and cameraman Brian Tufano made 
these clear pretty quickly. The opening 
shots inside the cathedral, showing the 
human individual in proportion to this 
amazing medieval architectural 
achievement, indicated the central 
importance of the building in the life of 
the close and, judging from the roof- 
leaking climax of episode one, within 
this narrative. 

With all the self fulfilling hysterical 
bleating about “three minute culture" 
these days, it is important that tele- 
vision should continue to make longer 
and more lyrical dramas such as this . 
The sound of squealing tyres over a big 
close-up in an underground car park 
has become the staple of so many mod- 
em dramas that it is vital for television 
to remind us that other lives are still 
lived in other surroundings at different 
tempos. It was tempting at first to be 
impatient when the choral singing went 
on longer than seemed necessary for 
dramatic reasons, but then you realised 


that the anthem is as much the product 
of this community as, say, microchips 
are of Silicon Valley. Such consider- 
ations would, of course, be pointless 
unless the story and the acting were 
powerful enough to sustain our inter- 
est, but Joanna Trollope's book (and the 
expert dramatisation by Mr J.T.. better 
known as television dramatist Ian Cur- 
teis who wrote Churchill And The Gen- 
erals and so on) and splendid casting 
seem to take care of that 

N o doubt there will be the 
usual sneers about "mid- 
dle-class” drama from 
people wbo would not 
dream of sneering at Oat- 
cap mill-town sagas for being work- 
ing-class, nor at country-house costume 
dramas for being aristocratic. The ques- 
tion, surely, ought to be “Is it good 
middle-class drama?'' and the answer, 
surely, is “yes”. There Is a degree of 
caricature here in the oh-so-precious 
dean, his infuriatingly interfering wife, 
his ghastly punk son, and his vodka 
swilling lovesick daughter. But the 
piece can easily support that degree of 
parody because it has a wickedly accu- 
rate ear and eye for the details of the 
cathedral close society, from the 
phraseology and attitudes of the choris- 
ters to the scheming of local politician 
Frank Ashworth. {Though after Fox it 
is difficult to see actor Peter Vaughan 
as anything but a cockney villain). 

This business of length and pace can, 
of course, cut both ways. Russian Won- 
derland is yet another series about post- 
communist Russia, and this one ga<n<t 
from the brevity of its items. For some 
reason BBC2 began by stacking up 
three of them to make a conventional 
50-minute programme, but subsequent 
episodes last just 10 minutes. That 
means that they really do come close to 
being the “snapshots” that programme 


makers so often claim is their object 
Natasha, the devastatingly charming 
and yet sad six year old (“1 had a happy 
childhood . . .") who begs so expertly at 
the Moscow traffic lights. Alexei who is 
dead keen to do his national service, 
Vla dimir who is determined not to, and 
Juba who tc njfod and killed her hus- 
band, all come across in luminous 
vignettes. Of course we could learn 
more by staying with them longer, but 
something would also be lost - a vivid- 
ness, perhaps. 

As a medium for the explication of 
current affairs,, television has never 
been more impressive than in the after- 
math of the foil of the Berlin WalL 
From a series looking at the wall itself 
and all its implications to programmes 
about the Russian mafia, from Norma 
Percy's engrossing series on the politi- 
cal background to a programme about 
the significance of the Russian church, 
the spectrum has been explored in 
remarkable detail. Now, having just 
seen the end of Daniel Wolfs eye-open- 
ing series Messengers From Moscow, 
about the cold war as experienced from 
the Soviet side, we have Russian Won- 
derland , a title translated from the Rus- 
sians' own ironic phrase “strana chu- 
dyes”. Saturday brought 10-minutes on 
the bizarre working lives of the people 
at the Gus Hrustalniy glass factory 
where wages are no longer paid. The 
workers receive glassware instead and 
try to sell it in street markets and to 
passengers on the Trans Siberia Rail- 
way. The mind boggles when you try to 
Imag ine similar circumstances in some 
post-apocalyptic Britain. 

With so many programmes, interna- 
tionally as well as nationally, now 
made to fit 30 and 60 minute slots it is 
important to acknowledge that Russian 
Wonderland and The Choir work 
extremely well at 10 and 80 minutes 
respectively. 












Selina Cadell and Alex Kingston 


Theatre 

Morning & 
Evening 

A t the Hampstead Theatre 
Club we have Morning & 
Evening , a play by the 
Danish writer Astrid Saal- 
bach, as translated by Michael 
Evans: a “poetic" play, indeed, and 
very rum. Ms Saalbach explores for- 
mal devices - echoes, symmetries, 
mysterious parallels - that are no 
pari of your standard British play- 
wright’s Jot Yet those are actually 
the substance of her play; its seem- 
ingly random episodes are by them- 
selves mere vignettes, with the 
most tenuous “factual" connections. 
At curtain-down I was still pu 2 zled, 
but also tantalised, and I found 
myself going on thinking about ft 
Seen from one angle, the 
vignettes represent middle-class 
Danish life in unkind caricature. 
Food is a constant topic.' and often 
the basis of the action: otherwise 
the characters deal in bourgeois 
banalities, veering abruptly 
between progressive political senti- 
ments, domestic small-change, and 
revelations of guilt, emptiness and 
unpleasant diseases. 

Many scenes begin with some 
kind of apparent idyll, but proceed 
with weird alacrity to bleak disclo- 
sures that undermine them. Thus 
the three "Morning Scenes” of Act 
1, and the four subsequent “Inter- 
mezzos" {for characters never seen 
before nor after); but the three 
“Evening Scenes" of Act 2 track the 
stages of a single fomily-and-friends 
dinner, at night “in a large old gar- 
den of a city” - ie. in the posh 
residence of a professional do-good- 
ing liberal woman, much like the 
doughty female minister of Act L 
Earlier themes come back again: 
anorexia, fraught hesitations about 
marriage, a woman whose hair flies 
everywhere and into the food, a 


man who suddenly messes his trou- 
sers. When somebody's small 
daughter develops a strange rash, it 
takes the form of an angeL Later 
there is a great outcry of birds at 
the wrong time of night, the moon 
and stars are mysteriously extin- 
guished. and momentarily the little 
girl has a vision that draws the 
grown-ups raptly in. 

Whilst the play goes on, every 
conversation is bizarre: almost in 
colloquial down-to-earth English, 
but perpetually fractured by turns 
that no natural English discourse 
would take. Perhaps that is natural, 
hermetic Danish, or perhaps it is 
poetry; one was never sure. Every- 
where the actors are relentlessly. 


actorishly bright and eager, or at 
least pithily articulate, which might 
be poetical enhancement, or just 
failed naturalism. Each of them 
takes three or four roles, and the 
effort of making them distinct 
sometimes results in sit-com car- 
toons. 

I note that Ms Saalbach won her 
first international success with a 
radio play. Morning & Evening is 
virtually a radio play too, and per- 
haps fleshing it out risked gilding 
the lily with adipose tissue. But it is 
abstractly, quirkily interesting, not 
at all boring - and it takes less than 
an 1% hours, including the interval. 

D.M. 


W ill East German musi- 
cal education main- 
tain rts virtue? 1 ask 
this futile question 
(answer: time will tell) because in 
two concerts last week, the young 
Vogler Quartet from East Berlin 
reminded ns so forcefully that 
theirs is an invaluable tradition. In 
a word, the special virtue is probity : 
not in itself an exciting virtue, but 
the musical foundation for almost 
everything else. 

With the Cold War, conserva- 
toires in eastern Europe drew 
sharply towards. Not for them the 
postwar Western facing-up to a 
sophisticated avant-garde that 
despised most between-the-wars 
music; Instead, officialdom 
demanded popularly accessible 
work, preferably folk-based - but 
also the classics, which continued 
to be studied with minimal refer- 
ence to ideology. In fact the roster 
of unfavoured composers to com- 
munist Europe included most of 
those branded by the Nazis as pur- 
veyors of entartete Kunst , “degener- 
ate art"; but music students were 


I n the sparky style of Mary 
Jones's surtities for Poulenc's 
little opera-bouffe on Friday, 
this becomes “Theresa’s Tits”; 
for the gender-swapping Tiresias- 
figure here is the virile heroine 
Thhrese, who disdainfully sends 
those objects flying and sings a sen- 
timental "Boston” to them as they 
float away. 

That may suggest something fash- 
ionably kinky. Not at all: Gui l laume 
Apollinaire’s surrealist-feminist 
comedy of 1917 is serious about 
nothing, cheerfully anarchical 
about everything. When Fbulenc set 
it to music 30 years later, he treated 
it as almost pure musio-hall 
The score is a cornucopia of 
catchy, energetic tunes, one replac- 
ing another every minute or so, and 
of shamelessly heartfelt effusions 
too. Nothing takes long; it all goes 
very fast, and invites outrageous 
licence from its performers along 


Music in London/David Murray 

The Vogler Quartet 


still trained up in Mozart, 
Beethoven, Schumann, Brahms «wd 
Bruckner as they had always been. 

It was a mark of that tradition 
that the conductors Kurt Sander- 
Kng, Kurt Masur and Marek Jan 
owski became known to the west 
quite late. In tbe east, you had to 
establish your worth through long 
apprenticeship; and when a few 
younger artists were allowed to 
test the western market, they shone 
- cf. Olaf Baer - precisely because 
of their combination of preco- 
ciously serious loyalty to the music 
with modest, unshowy expertise. 

That used to result, with luck, to 
local (i.e. eastern European) 
acclaim and a state salary; but now 
an early, fabulously rewarded west- 
ern career is what everybody 
wants. Can that still leave room for 
the old-fashioned, well-tutored 
maturing that has made the Vogler 


Quartet - already ten years old - 
what they are? 

At the Wigmore Hall on Wednes- 
day and Sunday they played Beeth- 
oven and Mendelssohn twice over, 
with one-off excursions into Schon- 
berg and Krenek. Both their Men- 
delssohns (op. 12 and 13) were 
faultlessly stylish and exciting, 
with a caveat to he entered only 
about the two Intermezzi. The 
music in those should be winsome, 
but knowing twinkles are so far 
not part of the sober Vogler kit: a 
touch of conscious charm would 
help. Op. 13, the A minor quartet, 
was nonetheless a marvellous per- 
formance, as rich a reading as Fve 
heard. 

They delivered Krenek's twelve- 
note Quartet no. 7 with judicious, 
well-tuned grace. So too Scbfln- 
berg’s Fourth, his last; there, 
though, I thought they left its dra- 


Les Mamelles de Tiresias 


with strict up-tempo precision. 
Poulenc claimed, rightly, that it was 
just as "characteristic" of him as 
his pious Gloria: the whole com- 
poser is there. 

The Queen Elizabeth Hall perfor- 
mance was unstaged, but the con- 
ductor Simon Rattle and a first-rate 
cast did more than enough to seize 
the character of the piece and bran- 
dish it enthusiastically. The London 
Sinfonietta and their Chorus 
eqjoyed letting their hair down no 
less. The result was universal 
delight among the full house. It 
seemed a great pity not to have 
contrived a thrifty staging (easily 
done) for Tiresias and played it for 
several nights - but they might 
then have economised on their cast- 
ing, which was luxurious for a 
one-night stand. 


Barbara Bonne y was Thfirdse. 
busting out all over in pink and 
delivering her music in flawless 
style, though her words lost some 
bite as they crossed over the orches- 
tra. Philip L angridge was her bereft 
husband, co mically eager as be set 
to producing 40,050 children sin- 
gle-handed <as it were). Among 
other excellent performers, the 
tenor Peter Hall and the baritone 
Simon Keenlyside - who got the 
Theatre Director's rich prologue as 
well as the role of lecherous Gen- 
darme - approached lusty perfec- 
tion. 

It is much too long since Les 
Mamelles was put on to London. It 
is a hugely life-enhancing piece, 
ally though it may seem, and Poul- 
enc-Iovers need a solid dose of it 
every few years. To the best of my 


matic profile decidedly under- 
stated. Each episode was rendered 
in lucid detail, but the whole 
sounded tamer than it should, 
despite their sonorous unisons to 
tbe Lento recitatives. (Perhaps the 
recent memory of ScfaOnberg’s Trio, 
as played by Thomas Zehefmair & 
co, made an unfair comparison.) 

In Beethoven's op. 135 they were 
similarly clever but cautious: 
plenty of insightful touches, few of 
them evidently connected to any 
larger plan. It took his op. 127 to 
demonstrate their powers at full 
strength: grand authority to every 
movement (with the gorgeous 
sound one expected from them to 
the opening Maestoso), and a 
lyrical, timeless Adagio that 
might happily have gone on 
forever. 

That was not the kind of musical 
experience one could sensibly 
argue with. It was great music 
superbly played, and one surren- 
dered to It; It took some effort 
later to realise how much greater 
an effort the illusion of simplicity 
must have cost the Vogler Quartet. 


knowledge, Cluytans’ exuberant LP 
recording with Denise Duval and 
Jean Giraudeau has never yet reap- 
peared on a CD: why ewer not? 

This was a concert in the South 
Bank's ongoing "Towards the Mil- 
lennium” series, so old Poulenc had 
to be prefaced with early Boulez 
from about the same date. Not a 
very good idea, especially since the 
audience for Poulenc found them- 
selves being a second play-through 
of the Boulez (presumably by way 
of eking the concert out to a 
respectable length): Le Soleil des 
eaux is partly a collage from Bou- 
lez’s early theatre-scores, and there 
is no secret thread to be winkled 
out on a second hearing. But Lucy 
Shelton was a refined and subtle 
soprano soloist, and the Sinfonietta 
Chorus abetted her bravely (more 
confidently in the repeat): those few 
of us wbo admire both Boulez and 
Poulenc were happy enough. 
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■ AMSTERDAM 


OPERA/BAU-ET 

Het Muziektheater Tel: (020) 551 

8922 

• Schoenberg Trilogy: new 
productions of “Die GJuckliche 
Hand", "Von Heute auf Morgen” and 
‘‘Erwartung” and the first time these 
three one-act operas are playing in 
one performance. Wrth Davld-Wilson 
Johnson, Isolde Ekshlepp and 
conductor Wmfried Maczewski; 8pm; 
Mar 22, 25,28 


lERLES 

^/ballet 

Jhe oper Tel: (030) 34384-01 
ia di Lammermoon by 
tti. Conducted by Marcello 
nd produced by Filippo 
t 7.30pm; Mar 22, 25 
tha oder Der Marfct zu 
and: by Friedrich von 
w. Premiere conducted by 
tan Lang-Lessing and 
ad by Wmfried Bauemfcmd; 
Aar 24 

Girl of the Golden West by 
i. A new production 


conducted by Paolo Otmi and 
produced by Frank Corsaro. Soloists 
Include Galina Kalinina and George 
Fortune; 7pm; Mar 23, 26 
Sfiaatsoper outer den Linden Tel: 
(030) 200 4762 

• Der Rosenkavalier by Strauss. 
Nicolas Brieger directs this new 
production. The sets are designed 
by Raimund Bauer and Donald 
Run nicies conducts; 6.30pm; Mar 26 
(6pm) 


■ FRANKFURT 

CONCERTS 

Alt© Oper Tel: (069) 1340 400 
• South Western Radio Orchestra: 
with mezzo-soprano Vesselina 
Kasarova and tenor Zoran 
Todorovich. Peter Falk conducts a 
variety of operatic pieces; 8pm; Mar 
22 


■ LONDON 

CONCERTS 

Barbican Tel: (0171) 638 8891 

• Mahler Festival: this concert 
opens the second part of Michael 
Tilson Thomas’ Mahler Festival, the 
highlight of his final season as the 
principal conductor of the LSO. This 
performance includes the UK 
premiere of Schnittke's “Concerto 
Grosso No.5“; 7.30pm; Mar 22 

• Mahler Festival: Michael Tilson 
Thomas conducts the London 
Symphony Orchestra with tenor Ben 
Heppner and baritone Thomas 
Hampaon to play Mahler and Rott 
7.30pm; Mar 26 

• Royal Concertgebouw Orchestra: 
with pianist Maria Joao Pires. 
Rtccardo Ghaiily conducts 
Beethoven and Strauss; 7.30pm: 
Mar 28 


Royal Festival Hall Tel: (0171) 928 
8800 

• City of Birmingham Symphony 
Orchestra: Sir Simon Rattle 
conducts Britten, Schoenberg and 
Shostakovich; 7.30pm; Mar 23 

• Grand Classical Gala: National 
Symphony Orchestra conducted by 
David Coleman plays a variety of 
operatic pieces; 7.30pm; Mar 26 

• Royal Choral Society; with the 
English Chamber Orchestra and 
soloists Susan Gritton and Michael 
George. Richard Cooke conducts 
Saint- Sa£ns and Brahms; 7.30pm; 
Mar 28 

• Royal Philharmonic Orchestra: 
Vladimir Ashkenazy conducts 
Beethoven and Shostakovich; 
7.30pm; Mar 25 

Wigmore Hall Tel: (0171) 935 2141 

• Song Recital Series: with baritone 
Thomas Hampson and pianist 
Wolfram Rieger in a programme of 
Grieg, Mahler and Butterworth; 
7.30pm; Mar 24 
OPERA/BALLET 

English National Opera Tel: (0171) 
632 8300 

• Don Giovanni: a new production 
of Mozart’s opera. House debuts for 
director Guy Joosten and conductor 
Markus Stenz; 7pm: Mar 23, 25 

• M adama Butterfly: Puccini's 
opera, originally directed by Graham 
Vick; 7.30pm; Mar 22. 24, 28 
Royal Opera House Tel: (0171) 304 
4000 

• Giselle: music by Adolphe Adam. 
A Royal Ballet production 
choreographed by Marius Petipa 
after Jean Goralli and Jules Perrot 
and produced by Peter Wright 
7.30pm: Mar 25 (7pm) 

• Siegfried: by Wagner. A new 
production directed by Richard 
Jones and conducted by Bernard 


Haitink; 5.30pm; Mar 27 
• Swan Lake: by Tchaikovsky. 
Choreographed by Marius Petipa 
and Lev Ivanov, production by 
Anthony Dowell; 7.30pm; Mar 22, 23 


m MUNICH 

OPERA/BALLET 

Bayerische Staatsoper Tel: (089) 22 
13 16 

• The Nutcracker music by 
Tchaikovsky. Choreographed by 
John Neumeier and conducted by 
Andr6 Pressen 7.30pm; Mar 28 


■ NEW YORK 

CONCERTS 

Avery Fisher Tel: (212) 875 5030 

• New York Philharmonic: Sir Colin 
Davis conducts an ali-SiboKus 
programme; 8pm; Mar 23, 24, 25 
Carnegie Hall Tel: (212) 247 7800 

• Orchestra of SL Luke's: with 
soloist Alicia de Larrocha. Andn$ 
Previn conducts Mozart and Haydn; 
8pm; Mar 25 
OPERA/BALLET 
Metropolitan Tel: (212) 362 6000 

• Idomeneo: by Mozart Produced 
by Jean Pierre Ponnelle. conducted 
by James Levine; 8pm; Mar 25 

• La Traviata: by Verdi. Produced 
by Franco Zeffirelli, conducted by 
John Fiore: 8pm; Mar 24 

• Pelleas et M6lisande: by 
Debussy. A new production by 
Jonathan Miller. Conducted by 
James Levine; 8pm; Mar 23. 27 

• Tosca: by Puccini; 8pm; Mar 22, 
25 

New York Cfty Opera Tel: (212) 307 
4100 

• La Traviata: by Verdi. A new 
production conducted by Yves Abel 
and directed by Renata Scotto. 


Soloists include Janice HaJI/Oksana 
Krovytska and Stephen Mark Brown/ 
Richard Drews; 8pm; Mar 25, 28 
• The Merry Widow: music by 
Lehar, English book adaptation by 
Robert Johanson. Conducted by 
Eric Stem, directed by Robert 
Johanson; 8pm; Mar 26 (1.30pm) 


■ PARIS 

CONCERTS 

Champs Elys6es Tel:(1) 49 52 50 50 

• National Orchestra of France: 
with baritone Boris Marti novic and 
pianist Michel B6raff. Victor Puhl 
conducts Mozart, Mussorgsky and 
Prokofiev; 8.30pm; Mar 23 
OPERA/BALLET 
Ch§tetetTet (1) 40 28 28 40 

• Peter Grimes; by Britten. A new 
production by Adolf Dresen with 
Jeffrey Tate conducting the 
Phflharmonla Orchestra; 7.30pm; 

Mar 25, 28 

Opdra National de Paris, Bastille 
Tel: (1) 47 42 57 50 

• The Masked Sail; by Verdi. 
Conducted by Antonello Allemandi 
and produced by Nicolas Jofil. 
Soloists include Gegam Grigorian; 
7.30pm; Mar 23 


■ PRAGUE 

GALLERIES 

Old Royal Palace Tel: (2) 3337 2272 
• Antony Gormiey’s “The European 
Field*: under the instruction of 
Gormley, day figures made in the 
Swedish town of Ostra G re vie are 
placed in e field; to Apr 30 


■ VIENNA 

CONCERTS 

Geseilschaft der Musikfreunde 


Tel: (1) 505 1363 

• Royal Concertgebouw Orchestra: 
Riccardo Chailly conducts 
Stravinsky, Prokofiev and Strauss; 
7.30pm; Mar 25, 26 

• Weiner Symphoniker. with pianist 
Rudolf Buch binder. Nikolaus 
Harnoncourt conducts Beethoven's 
"Pianoconcert No. 5” and 
“Symphony No.6"; 7 .30pm; Mar 22, 
23 

GALLERIES 

National Gallery Tel: (202) 737 4215 

• Claes Oldenburg: an anthology 
containing drawings, sculptures and 
constructions by the artist over the 
last 25 years; to May 7 
OPERA/BALLET 

Washington Opera Tel: (202) 416 
7800 

• Carmen: by Bizet A new 
production with Denyce Graves in 
the title role. Ann-Margret Pettersson 
directs a production by Lennart 
Mfirk. Conductor Cal Stewart 
Kellogg. In French with English 
surtities: 8pm; Mar 25 (7pm). 27 
(7pm) 

• Tlefland: by Eugen d’ Albert- 
Roman Terieckyj directs a new 
production by designer Zack Brown. 
In German with English surtities; 
8pm; Mar 23, 26 (2pm), 28 
THEATRE 

Kennedy Center Tel: (202) 467 
4600 

• The Art of the Samurai: a two- 
part programme that includes a 
demonstration of Samurai sword 
fighting and a performance of 
Akho-Gishl, a Japanese historical 
drama from the Edo period 
(1600-1868) directed by Takashi 
Ishiguro; 7pm; Mar 27, 28 


WORLD SERVICE 

BBC for Europe can be 
received in western Europe 
on Medium Wave 648 kHZ 
(463m) 


EUROPEAN CABLE 
AND SATELLITE 
BUSINESS TV 
(Central European Time) 
MONDAY TO FRIDAY 

NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage until 
14.00 of European 
business and the financial 
markets 

17.30 

Financial Times Business 
Tonight 

Midnight 

Financial Times Business 
Tonight 
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Edward Mortimer 


Columnists 
should not 
worry about 
hate mail. 
After all, they 
are supposed to 
he provocative. 
Fan mail is 
much more 
worrying, especially when it 
comes hum the Establishment 

I have been worrying for sis 
months about a nice letter I 
got from a Br azilian diplomat 
after a column I wrote on non- 
governmental organisations 
("NGOs rule OK", 21 Septem- 
ber 1994). How right I was, he 
said, to highlight the paradox 
whereby elected governments 
are “considered less trustwor- 
thy than pop singers that no 
one voted for". 

Hmm_ Obviously the Brazil- 
ian government is fed up with 
being criticised by environ- 
mental groups for encouraging, 
or failing to stop, the destruc- 
tion of the Amazon rainforest 
It sounds uncomfortably as if I, 
by questioning ever so gently 
the credentials of those organi- 
sations, have helped give it a 
good conscience. 

I can just about bear that. 
The diplomat is a friend, and 
the Brazilian government is 
indeed an elected one. In feet a 
new one has been elected since 
our exchange, although 
whether better or worse for the 
rainforest I am not sure. Trees 
do not have votes, and the 
votes or the forest peoples do 
not count Tor much. 

At least 1 haven't received 
any nice letters from Sudanese 
diplomats, but that may have 
been a narrow escape. "Are 
NGOs the ugly face of neo- 
imperialism?". asks the news- 
letter Sudan Focus. It goes on 
to answer its own question in 
the affirmative, largely on the 
basis of Sudanese official accu- 
sations. These are that interna- 
tional NGOs doing relief work 
in Sudan have been helping 
the rebel Sudan People's Liber- 
ation Army: and that blas- 
phemy against Islam has been 
committed by Amnesty Inter- 
national. which detailed 
human rights abuses by the 
SPLA as well as the govern- 
ment (it said that “flogging 
constitutes a cruel, inhuman 
and degrading punishment"). 

Almost as embarrassingly. 1 
seem to have put myself on the 
side of Vaclav Klaus, the 
Thatcherite prime minister of 
the Czech Republic, against the 
universally revered philoso- 
pher-president, Vaclav Havel. 
Those two dignitaries have an 
endearing habit of airing their 


At 

arm’s 

length 

Non-profit 
groups should 
not be 
beholden to 
governments 

differences in public. Last May 
they had a televised debate, 
precisely on the issue of non- 
profit organisations. 

Havel favours these because 
they “fill the space between 
the state and the citizen and 
their existence motivates citi- 
zens to take an interest in pub- 
lic affairs”. Klaus is suspicious 
of them, because “the defend- 
ers of non-profit organisations 
think they know best what is 
good for public welfare and 
they want to impose their 
views on us”. He sees no fur- 
ther need for “civil society", 
now that the Czech republic 

If civil society is 
sponsored by the 
state, it ceases to 
be civil. NGOs 
become quangos 

has free political parties and 
free elections. In his view the 
only basic element of a demo- 
cratic society is the citizen, 
and “everything that is above 
the citizen is derived from 
him". 

Well. yes. But the state and 
political parties are not the 
only thing s that derive from 
the citizen. Countries where 
virtually all voluntary activi- 
ties - fishing clubs, football 
teams, trade unions, newspa- 
pers, TV c hann els - are run by 
political parties are not gener- 
ally considered the most 
healthily democratic, even 
when there is more than one 
party. In feet that Is precisely 
the regime - called “partitocra- 
zia” (rule by parties) - that the 
Italians have had to get rid of 
because it was so stifling and 
corrupt. According to Havel, 
this was also what was wrong 
with the first Czechoslovak 
republic (1918-38), “when our 


life was horribly influenced by 
partisanship, when everything 
was In the hands of political 
parties, when, every solution 
was marked by party view- 
points". 

Havel is right to say that 
parties should be “merely the 
extreme tip of a colourful 
social life”, and draw their 
energy and Inspiration “from 
the fertile soil and multi- 
layered environment of civil 
society”. The sort of society 
envisaged by the French phi- 
losopher Jean-Jacques Rouss- 
eau, in which there is nothing 
between the individual citizen 
anifl the state, would be bleak 
to live in and probably demo- 
cratic only in name. Like 
Havel, I prefer the vision of the 
liberal thinkers Edmund Burke 
and Alexis de Tocqueville. 
They relished a society fell of 

untidy, overlapping non-gov- 
ernmental associations that 
have g r ow n up over time and 
are rooted in local culture. 

Governments often find such 
untidy growths inconvenient 
and are tempted to cut through 
them. That must be resisted. 
But can civil society look to 
the state for positive help? Can 
the state establish legal and 
social conditions that would 
promote the development of 
civil society? 

Up to a point, yes. but one 
needs to be very careful If civil 
society becomes state-spon- 
sored, it ceases to be civil, and 
NGOs become quangos; in 
other words they cease to be 
genuinely autonomous. 

The same thought makes me 
suspicious of the section on 
“global civil society” in the 
recent report* of the Commis- 
sion on Global Governance, the 
group of eminent persons 
looking at the reform of the 
UN. 2 like their idea that nan- 
state bodies should have a 
right of petition to the UN 
Security Council when the 
“security of people" is threat- 
ened by action or inaction on 
the part of governments. But 
their proposal for an annual 
“forum of civil society”, meet- 
ing in the hall of the General 
Assembly, makes me wince. 
Drawing NGOs into the UN 
system would make them more 
bureaucratic and less indepen- 
dent - more governmental, in 
fact. 

No. Civil society by defini- 
tion must be separate from 
political power. The NGOs' 
place is on the outside. It is not 
their job to make life easy for 
governments. 

*“Our Global Neighbour- 
hood " (Oxford. £25 hb. £6.99 pb). 


B oisterous marriage 
parties, complete with 
ululating women and 
brass bands, are still 
held in the big hotels of Bagh- 
dad. But bookings are well 
down because many young 
people, even those from rela- 
tively well-to-do families, can 
no longer afford dowries and 
marriage celebrations. 

Nearly five years after 
United Nations sanctions were 
imposed on Iraq following its 
invasion of Kuwait, the trade 
embargo is biting deeply. 

Baghdad's noisy traffic jams 
give the city the air of a bust- 
ling commercial centre, but 
they are fuelled by subsidised 
petrol costing a fraction of a 
US cent per gallon - about the 
only commodity now priced 
within reach of the average 
Iraqi The ramshackle state of 
the cars and trucks is a more 
accurate reflection of Iraq’s 
economic outlook. 

Rampant inflation has made 
the food ration card more 
important than the wage 
packet for most Iraqis. A kilo- 
gramme of meat in the market 
can cost 1.300 dinars (just 
under half the average 
monthly wage, although worth 
only about $2 on the black 
market). 

Before President Saddam 
Hussein's decision to invade 
Kuwait and the subsequent 
Gulf war, Iraq's oil wealth not 
only provided the government 
with sufficient money to buy 
and manufa cture an arsenal of 
weapons but also allowed its 
lSm inhabitants to spend 
freely. “It was not unusual for 
families to have at least 5300- 
worth of food in their cup- 
boards", says one government 
official. 

Now most Iraqis depend on a 
subsidised monthly ration of 
6kg of flour, 1.25kg of rice, 750g 
of sugar, 600g of cooking oil. 
5GOg of laundry powder and 
one and a half bars of soap. 

As for medicine, “there is no 
shortage,” says one western 
charity worker. “There is a 
total absence." The parlous 
state of what was once one of 
the Middle East's most exten- 
sive health care systems is 
exacerbated by Iraqi govern- 
ment policies. 

The government has refused 
to accept a UN proposal for a 
one-off sale of S1.6bn of oil to 
fund additional imports of food 
and medicine, arguing that the 
requirement that the aid be 
distributed by the UN is an 
unacceptable violation of Iraq's 
sovereignty. 

Iraq's present impoverish- 
ment is partly self-inflicted, 
and belies its status as the 
holder of the world's second- 
largest oil reserves and its 
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Robert Corzine finds Iraqis struggling to make 
ends meet and foreigners keen to do business 

A long wait for 
UN’s green light 


potential as one of the wealthi- 
est Arab countries. Much of 
the wealth was squandered on 
Mr Saddam's military adven- 
tures that led to the Iran-Iraq 
war in the 1980s and the 
2990-91 Gulf war. 

But it is difficult to assess 
where ordinary Iraqis fey the 
blame for their present predic- 
ament Many, far example, say 
they support the government 
stance on the one-off oil sales. 
There is also a widespread 
belief in a US-Saudi Arabian 
conspiracy to keep Iraqi oil off 
international markets. 

Some people talk elliptically 
about “our problem", but few 
speak freely with foreigners 
about the president - the fear 
engendered by the regime’s 
ubiquitous secret police makes 
sure of that. Even taxi-drivers 
claim ignorance about the 
occupant of the heavily 
guarded, opulent riverside pal- 
ace that diplomats say is his 
principal Baghdad home. 

The economic deterioration 
that has made everyday life 
such a struggle for poor Iraqis 
is spreading to the middle clas- 
ses. The air travel embargo has 
forced Boeing- trained engi- 
neers into backstreet vehicle 
workshops. Professionals 
whose services are in demand, 
such as doctors, supplement 
their salaries with private 
work for US dollars. 

Others spend much of the 
day trying to keep their wealth 
intact by dealing on the thriv- 
ing black market in dollars, 
even though possession of the 
American currency is punish- 
able by life imprisonment. 

"What you are seeing is the 
dissolution or Iraq's middle 
class," says one Iraqi engineer. 

Many with specialist skills 
choose to join the 10 per cent 
or so of the Iraqi population 
who have fled abroad. This is 
in spite of having to hand over 
up to Lm dinar s to the govern- 
ment to gain an exit visa. 

Those who remain say the 
steady decline of the middle 
class as a result of sanctions 
carries with it undesirable 
political as well as economic, 
effects. 

They say the educated tech- 
nocrats, among the only mod- 


Iraq: riches out of reach 
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e rating influences on the gov- 
ernment, are losing their clout 
because the continued sanc- 
tions are reinforcing the hard- 
line. anti-western elements 
within the Iraqi leadership. 

Last week's announcement 
that Iraq will welcome foreign 
investment in its oil sector 
once sanctions are lifted had 
the backing of the ruling Baath 
party. But it was inspired by 
the technocrats, who see the 
revitalisation of the industry 
as a prerequisite for Iraq's 
eventual economic recovery 
and political rehabilitation. 

Although sanctions have 
played a part in persuading 
Iraq to dismantle most of its 
capacity to produce weapons of 
mass destruction, they appear 
to have had little direct impact 
on the leadership itself, accord- 
ing to diplomats. 


One European envoy with 
extensive experience in Iraq 
says it is “nonsense” to believe 
that sanctions will lead to the 
president's overthrow. “The 
average Iraqi prefers to die in 
his bed from hunger than from 
Republican Guard bullets," he 
says. 

But that does not mean the 
government faces no opposi- 
tion. There have been recent 
but unconfirmed reports of 
attempted coups d'etat Secu- 
rity in and around the capital 
is pervasive. Troops are sta- 
tioned around all government 
buildings, although the level of 
alert appears relatively low. 

The army and police pres- 
ence is heavier, however, 
around centres of opposition 
outside Baghdad. The road 
leading into Kerbala, for exam- 
ple, the Shia stronghold about 


100km south of the capital, is 
lined with army checkpoints, 
machine gun posts and 
armoured vehicle bases. 

The city’s skyline is donu- 
nated by the golden domes of 
its two famous mosques, home 
to some of Shia Islam's most 
sacred shrines. The mosques 
are surrounded by a large 
dusty field, on the edge of 
which stand the empty 

remains of partly demolished 
buildings and large piles of 

rubble. . , . 

-The Americans bombed 

them," Insists one man. 

Another explains that it is an 
urban renewal project Later, a 
government spokesman con- 
cedes that the damage dates to 
the Shia uprising at the end of 
the Gulf war. when the locals 
had “an argument with the 
army", 

T he ability of Iraq's 
regime to remain in 
power in spite of wide- 
spread economic 
deprivation and political oppo- 
sition in the Kurdish north, the 
Shia-dominated southern areas 
and from the Marsh Arabs who 
live in the delta of the Tigris 
and Euphrates rivers, poses a 
d i l pmp ia for western govern- 
ments. 

The US, frustrated at the fail- 
ure of sanctions to topple Mr 
Saddam, says it will oppose 
any early lifting of sanctions 
even if Iraq meets the formal 
requirements that it dismantle 
completely its capability to 
produce weapons of mass 
destruction. The US says this 
Is because the Iraqi regime still 
poses a threat to its neighbours 
anti has shown little contrition 
for its attack on Kuwait. 

Other members of the Gulf 
war coalition, including France 
and Russia, are less sure. Their 
motivation is a mixture of 
humanitarian and commercial 
concerns. They argue that 
cani-Hnns are only impoverish- 
ing the Iraqi people and are 
depriving western companies 
of business opportunities. The 
oil embargo, they say, should 
be lifted if the UN certifies that 
Iraq has complied with UN res- 
olutions. 

That could happen as early 
as next month, when the Secu- 
rity Council receives a report 
from its special envoy, 
although lingering questions 
about Iraq’s biological warfare 
programme could delay a posi- 
tive report until later in the 
year. 

Once the UN grants its seal 
of approval, France. Russia, 
China and a number of other 
countries appear ready to deal 
once again with what one west- 
ern diplomat calls “the devil 
they know”. 
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Territorial 
claims all at 
sea in east 

From Mr Michael CAlcamo. 

Sir, Your account of China’s 
territorial claims on the body 
of water you labelled as the 
“South China Sea" illustrates 
just how important it is to be 
friends with the people 
drawing the maps ("The 
waters beyond Mischief Reef. 
March 15). 

During a recent visit to Viet- 
nam. I learned that the 75m 
citizens of that country have 
Jong referred to this body of 
water as the “Eastern Sea". 
The name, of course, describes 
its location with respect to 
Vietnam - which also cla ims 
sovereignty over it. 

Michael C Alcamo. 

272 First Avenue. 

Apartment 10 F, 

New York City, 

New York 100009. US 

Real power 

From Mrs Barbara Yervtemou. 

Sir, I was encouraged by- 
David Lasce lles's report that in 
the future each household may- 
have its own generator produc- 
ing its own electricity (“More 
than one way to go". March 
15). 

At last, power to the people, 
for the people and by use or the 
people. 

Capitalism rules OK. 

Barbara Yerolemou. 

17 Heathcroft, 

London W5 3BY. UK 


Chocolate proposal disastrous 


From Mr Anet N’Zi Nanan 
Koliaba. 

Sir, May 1 point out the 
implications should the EU 
decide to harmonise legislation 
on chocolate (“Germans find 
EU chocolate rules not to their 
taste", March 13) and allow all 
member states to incorporate 5 
per cent vegetable fat in choco- 
late - as they currently can in 
the UK. Denmark and the 
Repub tic of Ireland. 

It is estimated that the fall in 
Community demand for cocoa 
and chocolate products would 
be in the region of 200.000 
tonnes of cocoa beans per 
year. 

The replacement of cocoa 
butter by vegetable fats would 
be disastrous for many Afri- 
can, Caribbean and Pacific 
(ACP) economies such as Ivory 


Coast, which depends for more 
than 35 per cent of its foreign 
exchange on cocoa. Indeed, the 
31 ACP states concerned, 
accounting for 65 per cent of 
the world’s cocoa production 
and 85 per cent of EU cocoa 
imports, would lose around 
300m Ecus. 

Besides the damage that will 
be done to the image of choco- 
late as a result of the directive, 
there would be worse to fear 
from a future dismantling of 
cocoa-processing activities in 
the producer countries, namely 
Ivory Coast, Cameroun, 
Nigeria and Ghana. 

Under EU mechanisms For 
the stabilisation of export earn- 
ings (known as Stabex), the 
cost of the drop in export reve- 
nue suffered by the 31 ACP 
countries that produce cocoa 


would have to be met by Com- 
munity intervention. It is 
unlikely the Stabex fund could 
bear this and, in turn, this 
would jeopardise the interven- 
tion of Stabex on other com- 
modities. Ultimately, the cost 
would be borne by the EU tax- 
payer. 

ACP countries are in favour 
of harmonising the so-called 
“chocolate directive" and 
thereby introducing an inter- 
nal market in the product in 
the EU, but not if this means 
using vegetable fats other than 
cocoa butter and allowing the 
“5 per cent rule” 

Anet N’Zi Nanan Koliabo. 

Ivory Coast ambassador to 
Benelux and European Union, 
Avenue Franklin Roosevelt 234. 
1050 Brussels. 

Belgium 


UK shows the way on privatisation 


From Mr John Devaney. 

Sir. I would like to applaud 
and support the article by Mr 
Edmund Wallis, chier execu- 
tive of PowerGen (Personal 
View, March 21), where he 
points out some of the impor- 
tant changes and evolutions 
which have taken place in his 
own company since the privati- 
sation of the electricity Indus- 
try. 

These types of changes have 
been replicated in other seg- 
ments of the privatised elec- 
tricity industry, whether it be 
the Scottish integrated compa- 
nies, the generators or the dis- 
tribution companies. 


The industry as a whole 
employs 117.000 people, has a 
sales turnover or £29 bn and 
paid corporation tax last year 
of SWOm. 

David Lascelles’ article. “Cal- 
ifornia leads US in opening ' 
electricity market" (March 21). 
illustrates the fact that the UK 
model of privatisation, while 
not perfect, is heading in the 
right direction and is regarded 
internationally as being one of 
the best models of privatisa- 
tion of a utility industry. 

It is a pity that the achieve- 
ments of those who work in 
and manage the industry are 
continuously being subsumed 


under an avalanche of criti- 
cism. 

It is time that the UK recog- 
nised that this is the only lead- 
ing European country where 
electricity prices are going 
down and service standards 
are going up. We have some- 
thing here to be proud of. not 
ashamed of. 

John Devaney, 
president of the Electricity 
Association, 
chief executive. 

Eastern Group. 

Whcrstead Park, 

Wher stead. 

Ipswich, 

Suffolk IP9 2 AQ. UK 


UK insolvency law not perfect, but working reasonably well 


From Mr Richard Belhell-Joncs. 

Sir, Lex ("Healing the 
wounded”, March 21) com- 
ments that the Queens Moat 
Houses affair has shown up 
substantial flaws in the UK 
system of corporate restructur- 
ings. However, the suggestion 
that a move to US-style Chap- 
ter 11 proceedings might help 
is misconceived. Chapter 11 is 
no quicker or cheaper than UK 
administration procedure 
introduced in 1986. An admin- 
istration order and company 
voluntary arrangement would 
have enabled QMH to deal with 
the problem of a single debt 
trader holding a deal to ran- 
som. 

The problem with any inter- 


national group, particularly 
where there is a large number 
of banks lending to different 
parts of the group, is that there 
is no single jurisdiction under 
which a restructuring can be 
carried out. An administration 
order for the UK parent will 
not keep creditors of a German 
subsidiary at bay. No change 
to UK law will deal with that. 

The interesting question is 
whether restructurings such as 
QMH and Heron might have 
been cheaper if an administra- 
tion order had been used 
instead of a work-out under the 
London approach. A feature of 
the London approach work-out 
is that trade and other non- 
finance creditors do not share 


the pain. The QMH costs will 
have to be borne by the share- 
holders and b anks alone. Sup- 
pliers to QMH may think the 
procedure rather a good idea. 

The imaginative approach 
advocated by some economists, 
and referred to by Lex, for debt 
equity swaps is already what 
happens when the circum- 
stances make it worthwhile. 
But malting It compulsory in 
the run-of-the-mill case cannot 
be right. 

No sane creditor will want to 
convert debt into a minority 
equity stake in an under-capi- 
talised, unlisted company with 
fragmented ownership, being 
run by management whose 
interest is to maximise their 


1 income rather than share- 
holder value. 

The Tact is that the UK insol- 
vency reforms introduced in 
1986 were reasonably well 
thought out and are working 
reasonably welL Calling for a 
change to insolvency law 
because some restructurings 
are very expensive is Uke call- * 
tng for the abolition of securi- 
ties regulation because compli- 
ance is so expensive. At any 
rate the crack about the com- 
mercial interest of the "pack of 
professionals" was prettv 
cheap. 

Richard BethellJones, 

Wilde Sapte UK. 

1 Fleet Place. 

London EC4M 7WS. UK 
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A depressing 
departure 


The departure of Rupert 
Pennant-Rea from his position as 
deputy governor of the or 
England is a depressing event It 
is depressing both for him and for 
the Bank or England- But it is also 
depressing for what it says about 
the British people. 

His nomination to this post in 
January 1993 did come as a great 
surprise, but the passage of Hmp 
made it look increasingly inspired. 
This departure is quite as surpris- 
ing, but it is also thoroughly dis- 
piriting. Public prurience, and the 
bitterness of the scorned lover, 
have triumphed once more over 
common sense and respect for 
ability. 

What is it that makes the Brit- 
ish so narrowly moralistic? It is 
certainly not their own high stan- 
dards of sexual fidelity. This is, 
after all, a country with the nor- 
mal amount of sexual infidelity. 
For the inhabitants - or. indeed, 
the leaders - of such a country to 
insist on the highest standard of 
sexual propriety seems laughable. 

Religious leaders should per- 
haps be expected to live by the 
standards they publicly profess. 
The same could also be true for 
those foolish politicians who prate 
of morality, only to be caught m 
flagrante delicto. 

Deputy governors of the Bank of 
England have no such obligation 
to uphold sexual morality. That is 
not what they are there for. 
Upholding the value of the cur- 
rency would be a rather more rele- 
vant achievement 

What is more, if heads had to 
roll at the Bank of England, tar 
better reasons could readily have 
been found in recent years. A few 
could have rolled over the collapse 
of BCCL for example, or over the 
inglorious end to sterling's mem- 
bership of the ERM, or even over 
the unexpected failure of Barings. 


Professional mistak es were argu- 
ably made in these cases. Y& it is 
not any such incompetence but 
sexual misconduct that has, in the 
end, driven a senior nfWriai from 
his post 

If infidelity itself is a ridiculous 
reason for resignation, the way 
the affair has been conducted la a 
marginally less impi qiidhk one. 
tils alleged behaviour has made 
Mr Pennant-Re a's attitude to the 
Bank appear frivolous. 

Central hanire have to be 
seriously, particularly ones with 
proud pasts but somewhat less 
glorious presents. A deputy gover- 
nor. particularly one recently 
arrived from Grub Street, should 
look suitably sober. Otherwise, be 
loses same of the respect on which 
his effectiveness depends. The 
details of these revelations would 
seem to have put that, at least for 
the moment, beyond Mr Pennant. 
Rea’s reach. 

This is a consideration, but in 
itself should not have been damag- 
ing enough to deprive him of 
office. Mr Pennant-Rea's has 
proved not just a surprising 
appointment, but also an excellent 
one: he provided the fresh outside 
eye the Bank needed; he imple- 
mented a much-needed reorganisa- 
tion: he worked hard to improve 
the career prospects of the Rank ’s 
bright young staff; and he pro- 
vided the management that the 
governor. Mr Eddie George, for all 
his many abilities, did not 

Mr Pennant-Rea’s brief tenure 
was a success and the manner of 
his departure more of a scandal 
than the peccadillo that caused it 
It is, in all, a typically British 
story, about a country that cares 
far more for appearances than for 
achievements. The unhappy end- 
ing can be partially redeemed only 
by securing an equally competent 
replacement 


Leading the WTO 


The end of the lengthy deadlock 
over the leadership of the World 
Trade Organisation Is a cause for 
relief, but not celebration. The cir- 
cumstances in which the decision 
was reached, mid the deep- divi- 
sions it has opened up between 
the world’s main economic pow- 
ers, are a disturbing augury for 
the new body’s future. If it is to 
fulfil the central role proposed for 
it in global economic policy-mak- 
ing. the damage inflicted by the 
dispute must be repaired quickly. 

The WTO's success will depend 
almost entirely on its credibility. 
That, in turn, rests on the per- 
sonal authority of its leade r . He 
bears crucial responsibility for 
defining its agenda, shaping its 
deliberations and mobilising the 
consensus needed to achieve 
agreement To operate effectively, 
he must command confidence and 
respect, not just among trade 
negotiators, but at the highest 
level of their governments. 

Mr Renato Ruggiero needs to 
overcome two initial handicaps in 
the job. One is the manifest reluc- 
tance with which the US acqui- 
esced in his appointment, after 
failin g to come up with an alterna- 
tive candidate it considered more 
acceptable. Washington has since 
gone some way to mend fences 
with Mr Ruggiero. It is important, 
for the sake of the WTO, that its 
largest and politically most influ- 
ential member ensure that these 
gestures are translated into sus- 
tained support for the organisa- 


tion's leader throughout his term. 

Mr Ruggiero’s second disadvan- 
tage derives from the energetic 
management of his campaign by 
Sir Leon Brittan, Europe's trade 
-commissionerT - As well doing 
much to turn the contest into a 
rancorous regional conflict. Sir 
Leon's ill-advised zeal has aroused 
suspicions that Mr Ruggiero is a 
champion of EU interests. The 
integrity of the WTO requires its 
new head to make clear beyond 
doubt that he owes Brussels no 
favours - and intends to give 
none. 

However, Mr Ruggiero on his 
own has little power to mend the 
most serious damage from the dis- 
pute. This Is the tension and mis- 
trust it has engendered between 
the WTO's members, above all the 
US and EU. As the world’s largest 
economic powers, they have a 
strong stake in - and responsibil- 
ity for - the institution's success. 
The leadership wrangle has under- 
lined vividly how tar that objec- 
tive depends on good tr a n satlant ic 
communications. 

Beyond the deal set out yester- 
day, it is vital that Brussels and 
Washington set about repairing 
bilateral relations and strengthen- 
ing their commitment to the WTO. 
They could usefully reaffirm that 
commitment by jointly hacking an 
increase in the organisation's nig- 
gardly budget. At the very least, 
they have to work out a better 
way to choose Mr Ruggiero's even- 
tual successor. 


A bet on Ukraine 


After years of delay, the 
International Monetary Fund has 
in a matter of weeks carved a piv- 
otal role for itself in the fiiture of 
both Russian and Ukrainian eco- 
nomic reform. It is a high-risk 
strategy. But the benefits of a suc- 
cessful" stabilisation programme 
for the countries’ 200m inhabit- 
ants make it worth the gamble. 

Representatives of the Group of 
Seven countries meeting in Paris 
today have a crucial opportunity 
to endorse the IMF’s Ukrainian 
efforts, by agreeing on a S900m 
package to help fill the $5.5bn hole 
in the country's 1995 balance of 
payments. By the st an da r ds of 
past packages to help east Euro- 
pean reformers, $900m is a meagre 
price - relative to the size erf the 
country - for supporting reformist 
president Leonid Kuchma. 

Back in December, the US and 
several European countries were 
wary of giving balance of pay- 
ments financing, without the reas- 
suring presence of the IMF. Hie 
Europeans, at least, are now more 
convinced. The remaining obstacle 
to a deal appears to be President 
BUI Clinton’s reluctance to risk a 
congressional battle on the 
unpopular subject of additional 
foreign aid. 

Mr Kuchma’s determination, 
shown over the past six months, 
to implement reforms and stabi- 
lise the economy has not merely 
won the endorsement of the IMF, 
which will begin to disburse a 
Sl.Sbn IMF standby loan at the 


end of the month, if the balance of 
payments support is forthcoming. 
Under the IMF’s auspices. Mr 
Kuchma has also won support 
from Russia, which agreed to 
restructure some $2.5bn of 
Ukraine’s debts on Monday. 

Mr Clinton should note that the 
successful rescheduling of 
Ukraine's debts to Russia, despite 
the two countries’ unresolved 
political differences over 
Ukraine’s Crimean peninsula, 
indicates that western involve- 
ment, when finely judged, can be 
a force for good in the region. Mr 
Michel Camdessus, head of the 
IMF, is owed credit for seeking to 
disentangle the fate of macroeco- 
nomic reform from ongoing Cri- 
mean and other disputes. 

Mr Clinton should also remem- 
ber that the package the US needs 
to support will hardly secure 
Ukraine an easy ride. The IMF 
programme aims at lowering 
monthly inflation to 1 per cent by 
the end of 1995. down from the 21 
per cent recorded in January. This 
means reducing the state budget 
deficit to a little over a third of its 
1994 level, or 3.3 per cent of GDP. 
Mr Kuchma wishes to avoid dras- 
tic cuts in welfare programmes, 
but that means steep cuts else- 
where: particularly in politically 
sensitive agricultural and coal 
mining subsidies, and public sec- 
tor wages. It is up to Mr Kuchma 
to deliver on his economic prom- 
ises. But G7 support would give 
him a deserved opportunity to try. 


T he good times are rolling 
again for the world steel 
industry, and for once 
there is more to look for- 
ward to than a few years 
of profits and flat-out production 
before the next recession arrives. 

Steelmakers have their best 
opportunity ever to break out of the 
rut in which the industry has lan- 
guished for the past 20 years. The 
mid of state interference and the 
creation of a commercially driven, 
international or even global steel 
industry, are within sight. 

The end of the recession in the 
industrialised countries is cause 
enough for celebration. After three 
years of decline, demand for steel 
products in the 25 member coun- 
tries of the Organisation for Eco- 
nomic Co-operation and Develop- 
ment (OECD) rose 63 per cent to 
326m tonnes last year, and a further 
2J> per cent rise is expected this 
year. 

Increased production in the main 
steel-consuming industries has 
stimulated demand In almost all the 
OECD countries. The mum excep- 
tion is Japan, though, even here 
demand is forecast to rise this year. 
“We’re in the best steel market 
we’ve had for 20 years,” says Mr 
Robert Darnall, chairman an d chi ef 
executive of Inland Steel Industries, 
the fifthrlargest US steelmaker. 

There are two ways ahead for the 
industry, says Mr Maarten van 
Veen, chairman of Hoogovens. the 
Dutch steelmaker. The first, which 
be calls dejd mi, would be a return 
to the old ways of the indnstry. 
These were characterised by steel- 
makers' refusing to look beyond 
national boundaries, sheltering 
behind trade barriers and state sub- 
sidies, viewing the global market as 
a threat, manufacturing standard 
products and "struggling on”. 

The second way forward, which 
he calls the “new era", would he to 
create an international steel market 
with free competition and fair con- 
ditions. Steelmakers would adopt a 
global approach, view their market 
as an opportunity and make “dedi- 
cated" products tailored to custom- 
ers' needs. Ratber than struggle, 
steelmakers would be vigorous into 
the next century, he says. 

Mr van Veen naturally hopes the 
industry will have “the collective 
wisdom and foresight” to choose 
the second path. He also expects it 
to - optimism shared by other 
speakers at the recent inaugural 
Financial Times conference on the 
world steel industry, organised in 
association with CRU International, 
the London-based metals consul- 
tancy. 

There are two factors encourag- 
ing this optimism. The first is the 
trend towards privatisation; the sec- 
ond is the chang in g nature of the 
steel market, together with the 
growing importance of developing 
countries. 

In contrast to industries such as 
chemicals, there are no true multi- 
national steel companies. Steel may 
be sold across world markets, but it 
is still produced and supplied 
largely by national companies. 

Particularly in Europe, steel has 
been viewed by governments as 
“strategic’', partly because of its 
importance in making arms and 
partly because it provided high lev- 
els of employment in steelmaking 
regions. A steel industry was 


W ith increasingly global 
markets and lucrative 
prospects in develop- 
ing countries, there is 
a hot debate in the steel industry 
over the most profitable form of 
production technology. 

The traditional integrated or “big 
steel” plants produce steel from 
iron ore in blast-furnaces and cast 
it into slabs, plates, arils or sec- 
tions. They have been challenged in 
recent years by a new generation erf 
“minimUls”. which turn scrap into 
steel by melting it in electric arc 
furnaces. 

The first commercially successful 
minim tils began operating only in 
the 1960s, bnt the sector already 
accounts for about a third of world 
steel production. At first, they 
really were small plants, designed 
to make between 150,000 and 
300,000 tonnes annually of low to 


Steeled for 
global action 

Market growth and privatisation could 
prompt the development of worldwide steel 
companies, says Andrew Baxter 


viewed as a symbol of national viril- 
ity. and to preserve it many gov- 
ernments took some or all of their 
steelmakers Into state ownership. 

But steel is no longer so impor- 
tant to defence because of the 
increasing importance of other 
materials, such as plastics and com- 
posite materials. And modern steel 
plants require far fewer employees 
than in the past. 

As a result, political attitudes to 
steel are changing, evident in the 
trend towards privatisation. In 1986. 
more than half the steel capacity in 
the European Union was publicly 
owned. This will fall to between 20 
per cent ami 25 per cent once Usi- 
nor SacDor of France and Uva of 
Italy are privatised. The sale of Usi- 
nor, Europe’s largest steelmaker, 
could go ahead this year, while tins 
month In, the Italian state holding 
company, agreed the sale of Hva 
Lamina tl Piani, the flat steel pro- 
ducer, to Riva, one of Italy’s biggest 
private steelmakers. 

Steel privatisations are also 
planned in Portugal and, outside 
the EU, in Turkey. Further afield, 
India is rapidly reducing its stake in 
Steel Authority of India (Sail), 
which accounts for 60 per cent of 
Indian steel production. In Latin 
America, the Brazilian steel indus- 
try has been entirely in private 
hands since 1993. As recently as 
1988, the government owned about 
70 per cent of Brazil’s production 
capacity. 

Privatisation has generally gal- 
vanised national steel industries, 
exposing steelmakers to market 
pressures, and freeing manage- 
ments to fake the decisions neces- 
sary to be competitive. 

to Brazil, for example, the 
removal of the state from the deci- 
sion-making process gave the sector 
a free hand to cut costs and raise 
productivity, says Mr Sylvio 
Nobrega Couttoho, president of 
Companhia Siderurgica NacionaL 
CSN has cut its workforce from 
19400 in 1990 to 15,000, with tonnes 
of steel produced by each worker 
rising from 160 a year to 314 over 
the same period. 

In Europe, privatisation has been 
particularly welcome to the private 
steelmakers, which have suffered 
what they have seen as unfair com- 
petition from subsidised state pro- 
ducers. The private steel companies 
have tended to react more flexibly 
and thoroughly to market condi- 
tions, says Dr Ruprecht Vondran, 
president of the German Steel Fed- 
eration. The private companies 
have increased output faster in 
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thugs of expansion and been better 
able to survive recessions through 
cost-cutting. 

Freed from the need to act as 
national champions, privatised 
European steelmakers ought also to 
be able to merge across borders. 
Ultimately, this should help reduce 
overcapacity and bufld bigger, more 


specialised - and hence more pow- 
erful - companies. 

Some progress has been made, 
but Mr Francis Mer. Usmoris presi- 
dent. believes the European steel 
industry is still too fragmented 
compared with producers of compet- 
ing materials such as glass or alu- 
minium. It has a similar weakness 


A premature obituary 


medium -grade products used 
mainly in construction. 

Now a minimal! can produce lm 
to 2.5m tonnes a year of high-qual- 
ity steel. Using fast-developing 
technology, they can supply a wide 
range of customers, says Mr Robert 
Garvey, president of North Star 
Steel, the US minimi!! operator. 
They can now also supply special 
long products, plates and colls - 
items integrated producers once 
believed only they could make, 
says Mr Luigi Lucchini, chairman 
of Italy’s Lucchini Group, a pioneer 
of the Italian mim'min sector. 

Mr Lucchini says mlnimills were 
Ideal for new entrants to the indus- 
try, because of lower capital costs. 


But Mr Philip Tomlinson, director 
of CRU International’s steel busi- 
ness unit, says the advantages of 
minimflls are often overstated. 

“On the one hand we are pres- 
ented with a picture of the lean, 
efficient, environmentally-friendly 
technology of the future, entrepre- 
neuriaDy managed and of appropri- 
ate scale for the market’s needs,” 
he says. “On the other hand, the 
Integrated producers are portrayed 
as the ancient dinosaurs, operating 
what Is perceived to be an out- 
dated, polluting technology, sad- 
dled with legacy costs, excess 
capacity and inappropriate work 
practices." 

A lot of this rhetoric is of US 


origin, says Mr Tomlinson, and is 
focused on new technologies for 
continuously casting thin slabs for 
flat products, to Europe, though, 
integrated producers still dominate 
thin market and minimiUs are con- 
centrated mainly in less high-qual- 
ity Jong products. 

The surge in scrap prices over 
the past two years could undermine 
the competitiveness of minimill 
operators, he says, unless scrap 
substitutes or higher scrap recov- 
ery rates, come to the rescue. 

Many integrated producers 
strongly contest the “dinosaur” 
tag. British Steel, for example, is 
one of the world’s lowest-cost steel 
producers, with four integrated 


Observer 


Sheep kill 
goats 

■ It’s proving a horrible 1995 so far 
for Pakistan's stockmarket punters. 
The Karachi market, Pakistan's 
largest, is down nearly a third over 
the past five months. Growing 
lawlessness on the streets of 
Karachi and worries about 
Pakistan’s economic performance 
have resulted in Pakistan being the 
worst-performing stockmarket so 
far this year. 

Adding insult to injury, the 
country’s business community 
plans to go on strike next Saturday. 
In a move to stem the stockmarket 
decline. Pakistani stockbrokers 
have had to make some personal 
sacrifices. Last Sunday. 10 black 
goats were paraded around the 
trading floor of the Karachi Stock 
Exchange. They were then 
slaughtered as a sacrifice to Allah 
outside the KSE building. The meat 
was distributed to the poor. 

The goats died in vain, it seems. 
The market fell on Monday and 
Tuesday and now stands at its 
lowest level in 16 months. Maybe 
they should have terminated some 
bears. 


End of the line 

■ The}' don't make merchant 
hankers like George Szpiro any 
more. Szpiro, who died last week at 
the age of 89, was the oldest 


chairman of a quoted company and 
one of very few bankers to emerge 
from the 1970s secondary banking 
crisis with his reputation, intact 

Like many bankers of his 
generation, he came to England 
from Eastern Europe and joined the 
board of Winter, a small textile 
company, in 1935. 

Wintex grew into the Wintrust 
merchant h ank and Szpiro has been 
chai rman since 1939. When it was 
floated on the stock market in 1970 
it had a net worth of £L7m, a 
balance sheet of £5m and a staff of 
27. Today it has assets of over 
£l00m, a net worth of £3Qm and a 
staff of 24. 

It has never made any 
acquisitions nor issued any paper. 
Szpiro was always more interested 
in the strength of his balance sheet 
than the size of his published 
profits. This unfashionable belief 
helps explain Win trust’s lowly 
stockmarket rating. 

But it also helps explain why tiny 
Wintrust is still around long after 
the likes of London and County 
Securities have long since 
disappeared. 

Richard Szpiro, 50, who now takes 
over from his father, promises that 
thing s will change. Pity. 


Mistaken talk 

■ A men culpa from the world's 
most famous investor. Warren 
Buffett, the ageing sage of Omaha, 
Nebraska, doesn't always get it 
right - but then who does? 


Buffett's latest annual, letter to 
shareholders, ton of its usual folksy 
wisdom, differs from past 
productions because it hi gh li ght s 
the great man’s biggest mistakes. 
As he says himself, it was a 
“vintage year". The silver medal 
goes to a decision at the sod of 1993 
to sell 10m shares in Capital Cities/ 
ABC at 9B3 each. Within a year, 
they had risen to $85%. 

No question which was Buffett’s 
golden bloomer. Five years ago he 
backed USAir. Buffett has just 
written down the investment to 25 
cents on the dollar. The 71-year-old 
investor blames it on “sloppy 
analysis". He failed to realise that, 
after deregulation, high-cost 
airlines would be unable to 
compete. Many more comments like 
that and Warren's halo is going to 
need some urgent refurbishment 


Rueing the day 

■ Don’t read Gold Foil for the 
torrid sex scenes, but Rupert 
Pennant-Rea's thriller, written in 
1978 and dedicated to his parents, 
certainly represents a bizarre case 
of - well, art foreshadowing life. 

The heroine of the book ts 
Caroline Manning, a 29-year-old 
Harvard-educated Barbican 
dwelling journalist With her “rich 
black hair swept back off her face, a 
style which owed much to the 
expensive attention of the Vidal 
Sassoon salon in Brook Street”, 
she possesses beauty and brains 
and “usually succeeded in getting 


[what she wanted]”- 

Crucial in the chain of events 
that pnahles Manning to break her 
story that America and Russia are 
poised to go to war over South 
Africa’s gold supply Is her meeting 
with James Glendinning. A 
highflyer at the Bank of England, 
Glendinning, painfully sunburnt 
and ineptly posing as a BBC 
correspondent, meets her to a bar at 
Jo'burg’s Carlton Hotel. He gets 
taken to bed - (very mild scene) - 
the first evening. “Buttoned up, 
that's your problem” is her 
affectionate analysis as shp moves 
in for the kiH. 

Several involved twists later. 
Manning places her scoop to The 
Guardian while Glendinning 
realises his fate is sealed. He is 
named in the story, with his efforts 
to bring the primary gold market 
back to London detailed for all to 
see. As he steps off Concorde, the 
ghastly truth sinks in. “He’d been 
caught in the web and would 
shortly be eaten alive. 

He'd have to leave the Bank, his 
career in ruins." 


FT Tips 

■ This purports to be a true story. 
A friend recently checked in late at 
a Dublin hotel and, on being asked 
whether she wanted anything 
delivered to her room the next 
morning, asked for the FT. The 
desk clerk replied: “Sony - we have 
Bail Grey tea and Chinese tea, but 
not FT." 


in facing manufactu ring industries 
that use its products, such as those 
making cars and home appliances. 

The crucial test of whether gov- 
ernments are willing to let the 
industry fend for itself will come 
when the market turns down again, 
perhaps to 1997 or 1998. 

In Europe, at least, the omens do 
not look good. Late last year, the 
European Commission's two-year 
effort to organise a restructuring of 
the industry ended in partial fail- 
ure. As the market began to 
recover, steelmakers failed to offer 
the capacity cuts seen by Brussels 
as the minimum necessary. 

Mr Karel Van Miert, European 
competition commissioner, says an 
opportunity to find a long-term 
solution to the industry's overcapa- 
city problem was missed. But he 
believes that, with continuing pri- 
vatisation. there is unlikely to be 
any return to widespread state sub- 
sidies for steelmakers. 

The second important influence is 
the growth of the steel market in 
the developing world which will 
force western steelmakers to step 
outside their national markets to 
exploit the new opportunities. 

A ccording to preliminary 
estimates by the Inter- 
national Iron and Steel 
Institute. China and 
other developing coun- 
tries accounted for 223.1m of the 
723.3m tonnes of crude steel pro- 
duced worldwide last year. Their 
share of world output, 30 per cent 
compared with just 20 per cent in 
1988, is expected to rise further 
because of high economic growth 
rates and relatively low per capita 
consumption of steel. China over- 
took the US last year to become the 
world’s second largest producer, 
behind Japan. 

The traditional approach of OECD 
producers to such markets has been 
to export from home-based facili- 
ties. But the transport costs will 
make them uncompetitive in these 
new markets, says Mr Brian Moffat, 
British Steel's chairman and chief 
executive. Instead, they need to 
make steel to the growth markets, 
via joint ventures and alliances. 

Mr Moffat believes the outlook in 
developing countries gives western 
steelmakers an opportunity to 
“break out of the past structural 
rigidities”. The more forward-look- 
ing steel companies are already 
building the partnerships to exploit 
these opportunities. Late last year, 
for example. British Steel. LTV 
Steel of the US and Japan's Sumi- 
tomo Metal Industries said they 
were forming a company, Trico 
Steel, that could become a vehicle 
for expansion to developing mar- 
kets. According to one steel analyst 
it has the potential to be the world's 
first “global steel company”. 

Exploiting the developing mar- 
kets will require the type of imagi- 
native approach to new markets 
many steelmakers have hitherto 
lacked, and a culture committed to 
making profits rather than making 
steel for the sake of it As the state 
reHnqirisfces its grip on the sector, 
privatised steelmakers can break 
free from their national strai {jack- 
ets. And by chasing the world’s 
growth prospects, they can at least 
partly insulate themselves from the 
market cycles in their traditional 
home markets. 


steelworks. It has achieved this 
partly through relentless produc- 
tivity improvements. 

Yet the decline of the blast fur- 
nace will continue, says Dr Rod 
Beddows, chairman of Beddows & 
Co, the London-based consultancy. 
Environmental pressures, high cap- 
ital costs and fixed-cost disadvan- 
tages of the blast furnace will 
reduce its importance in industria- 
lised countries. 

The same factors, along with the 
fragmentation of local markets and 
shortage of appropriate sites, moan 
steel producers In developing Asian 
countries will depend more on elec- 
tric arc furnaces than their coun- 
terparts in the industrialised 
world, he says. 

While it is too soon to write the 
obituary of the integrated pro- 
ducer, the mini mill should satisfy 
much future demand for capacity. 


100 years ago 

The Indian Budget 
The remainder of the excess over 
the estimates for the year 2894-95 
can be traced to an increase in 
the railway earnings and the 
Excise receipts on the one hand, 
and to economies to expenditure 
on the other. We have then a 
small surplus, which will in all 
probability be realised, instead of 
a deficit for the year 1894-95. 
There has been a certain amount 
of luck in this, especially as 
regards the opium revenue, the 
increase in which could not 
possibly have been foreseen. 

50 years ago 

Flight of the lira 
All the repeats from Italy seem 
to suggest that the financial 
situation is drifting dangerously, 
alike is occupied and liberated 
territory. Prices have 
sky-rocketed and, on the black 
market, the value of the lira has 
lost considerable ground. 

Reports from Milanese sources 
state that the country has 
reached a condition of economic 
exhaustion owing to the war and 
to requisitioning. In the south, 
fiscal measures included the 
seizure of the property of high 
Fascist officials, white, to the 
north, new restrictions on 
private property are expected. 
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Italy’s inflation nears 5% 
as mini-budget is passed 


By Robert Graham In Rome 

Italy's annual inflation rate is 
running at close to 5 per cent, 
double the official forecast for 
1995. The rate reflects the impact 
of the lira’s devaluation and tax 
increases already introduced as 
part of the Dini government's 
mini-budget 

According to preliminary fig- 
ures released yesterday for nine 
leading cities, consumer prices 
have increased in March on aver- 
age between 0.7 per cent and 0.8 
per cent. This means that the 
annualised rate is about 4J) per 
cent, compared with -L3 per cent 
to February. The government is 
aiming for a rate of 2S per cent 
by the end of 1995. 

The mini-budget proposed by 
Mr Lamberto Dini, the prime 
minister, completed its final par- 
liamentary passage last night 
with a vote of confidence in the 


Bank of 
England 

Con tinned from Page 1 

to resign. However, they said 
that, following the publication by 
the Sunday Mirror newspaper of 
details of the affair last weekend, 
they felt his position had become 
untenable. 

The governor. Mr Eddie 
George, said he understood why 
his deputy felt he had to quit “I 
greatly respect his determination 
to minimise any damag e to the 
bank," he said. 

Mr George said that Mr Pen- 
nant-Rea had made “an immense 
contribution to our policy work 
and in particular has brought 
an outsider's perspective 
to the administration of the 
bank". 

His main legacy is likely to be 
the biggest management restruct- 
uring since 1980, which has seen 
the bank reorganised into two 
main wings - one responsible for 
monetary policy and the pursuit 
of low inflation, the other respon- 
sible for banking supervision and 
surveillance of the financial mar- 
kets. 

A former colleague at the bank 
said: “He came in with the 
express intention of blowing 
away some of the cobwebs in the 
place." 

Mr Pennant-Rea’s appointment 
to the bank was a break with 
tradition because his previous job 
was editor of The Economist 
magazine, rather than being a 
bank official or City of London 
banker. 


Continued from Page l 


ers, under WTO rules the Goal 
decision requires a consensus of 
all 128 countries entitled to vote. 
A final decision on appointing Mr 
Ruggiero has to be taken by a 
formal meeting of the WTO Gen- 
eral Council and under the 
organisation's consensus rules. 


senate. However, the government 
has already introduced by decree 
a series of price increases, most 
notably on petroL 

These increases, plus rises in 
value added tax (VAT), are expec- 
ted to add between 0.5 per cent 
and 0.8 per cent to inflation this 
year as a whole, but the govern- 
ment insists the effects will be 
most noted in the first half of the 
year and be fully absorbed by the 
end. 

The official March figures are 
not due to be published by Mat 
the official statistic institute, 
until the first week of April. But 
traditionally, the variation 
between these and the prelimi- 
nary statistics has been slight. 

Confindustria, the industrial- 
ists' confederation, said the fig- 
nres had already been discounted 
as a result of increases in indl- 


By Kevin Brown in London 

The UK government was last 
night poised to restore its techni- 
cal majority in the House of Com- 
mons as MPs prepared to back 
the cabinet's approach to reform 
of the European Union's common 
agricultural policy. 

Ministers expected to win a 
healthy majority in a crucial vote 
on how farm subsidies are dis- 
tributed in the EU. in spite of a 
determined attempt by Labour to 
tempt Eurosceptic Conservatives 
to vote for an amendment critici- 
sing the government. 

Three of the nine Eurosceptic 
MPs excluded from the Conserva- 
tive parliamentary party were 
expected to vote with the govern- 
ment prompting a likely invita- 
tion from Mr John Major, the 
prime minister, to rejoin the Tory 
ranks. 

The other six rebels were 
expected to abstain, along with 
the nine Ulster Unionist party 
MPs. A handful of other Tory 
Eurosceptic MPs said they would 
make up their minds during the 
debate, but were expected to sup- 
port the government. 

The restoration of the Tory 
whip to three of the rebels, who 
had it withdrawn in December 
last year after they defied minis- 
ters in a key debate, would give 
the government a msjorfty of one 
compared with a minority of five 
before last night’s vote. 


any country could block it. 

In Geneva diplomats reacted 
with relief yesterday to the news 
that the contest was over. 

Mr Ruggiero, whose career 
spans government, diplomacy 
and business, is seen as commit- 
ted to free trade and the need to 
defend the interests of all WTO 
members. 


rect taxes] restarting the infla- 
tionary spiral.” 

The foreign exchange markets 
yesterday showed they had antic- 
ipated a worsening of Italy’s 
inflation. The lira, for the second 
day, continued a modest recovery 
from last Friday's dramatic 5 per 
cent decline to over L1.270 173 
cents) against the D-Mark. Yes- 
terday, the lira was fixed at 
LI .222 against the German cur- 
rency. 

However, the main fear among 
economists now Is that a mix of 
continued political uncertainty 
and weakness of the lira will 
encourage inflationary expecta- 
tions. Mr Dini is well aware of 
this and is anxious to ensure that 
pension reform is quickly agreed 
by the government, the trades 
unions and parliament 


Dial slaps curbs on media 
during elections. Page 2 


The government will probably 
slip back into a minority follow- 
ing two by-elections - not likely 
before June - for vacant seats, 
which are expected to be won by 
opposition parties. 

However, overtures to the 
remaining rebels are unlikely in 
the short term. “Most of them 
don't want to come back. They 
are quite happy as they are. so 
what is the point of grovelling to 
them.” a senior minister said. 

Tory divisions on Europe will 
be hi ghlighted today when Euros- 
ceptic MPs pack a normally 
obscure committee to attack 
plans for uniform external fron- 
tier controls, including a com- 
mon visa requirement for non-EU 
citizens. 

In a highly unusual move, Mr 
Michael Howard, UK home secre- 
tary, is expected to address the 
committee to head off a threat- 
ened revolt by Eurosceptic Tories 
who want the issue referred to 
the floor of the Commons for a 
full debate. 

Mr Jack Straw, the main oppo- 
sition Labour party's home 
affairs spokesman, tabled two 
amendme nts to last night's vote 
in an attempt to maximise Euros- 
ceptic support But Labour MPs 
expected the move to faiL 

Mr Tony Blair, Labour party 
leader, yesterday said the Conser- 
vatives were “divided, ill-disci- 
plined and lacking in any sense 
of purpose or direction". 


However, many trade officials 
are unhappy about having Mr 
Kim foisted on them as a fourth 
deputy. African countries com- 
plained yesterday that the cre- 
ation of a new deputy post for Mr 
Kim would further marginalise 
their continent in the WTO and 
made clear they would expect 
some compensating move. 


Bonn and 
Paris call 
on US to 
prop up 
the dollar 

By David Buchan in Paris 

France and Germany urged the 
US to take action to support the 
dollar, which fell to a new low 
against the Japanese yen in 
European trading yesterday. 

After a regular meeting of the 
Franco-German economic and 
financial co mmi ttee, Mr Hans 
Tietmeyer, the Bundesbank presi- 
dent, said that while the “domi- 
nant" indicator guiding the Ger- 
man central bank was the 
country’s money supply, rather 
than the exchange rate, “we will 
see if we have some small margin 
to lower interest rates”. 

Such action would ease pres- 
sure on the franc which recently 
weakened to nearly FFr3.60 to 
the D-Mark. Mr Tietmeyer said 
he was “convinced that the franc 
will never hit its floor" with the 
European Monetary System of 
FFr3.89 to the D-Mark. 

Meanwhile, the dollar tell to a 
fresh low a gains t the Japanese 
yen in Europe but later strength- 
ened. The dollar tumbled below 
the previous low of 88.65 yen, 
recorded on Monday, to 8845 yen 
before recovering. 

Germany backed France's call 
for the US to prop its currency 
up. Mr GOnter Rexrodt, the Ger- 
man economy minister, who 
joined Mr Theo WaigeL the Bonn 
finance minister in Paris for yes- 
terday’s meeting, called on the 
US to take “all necessary mea- 
sures” to support the dollar. 

But Mr Edmond AlphandGry, 
France's economy minister, made 
clear that he was not suggesting 
an emergency meeting of the 
Group of Seven countries to dis- 
cuss the dollar. He said that a G7 
meeting planned for late April in 
Washington would suffice. 

The French and German minis , 
ters and central bankers said 
their currencies' “present parity" 
- FFr345 to the mark at yester^ 
day's close in Paris - “does not 
reflect the economic fundamen- 
tals". 

On current policies, both coun- 
tries would be ready for eco- 
nomic and monetary union “in 
time", according to the state- 
ment It did not specify whether 
this would be in 1997 when a 
majority of the 15 European 
Union states will be needed for 
any currency merger, or the final 
Maastricht deadline of 1999. 

The communique claimed that 
Germany already met the Maas- 
tricht criteria for Emu, while 
France “will have to pursue" its 
budget deficit reductions to do 
so. Both countries pledged to 
“oppose vigorously any attempt 
aimed at bending these criteria” 
by other EU states. 

For bis part, Mr Edouard Balia- 
dur, the French prune minister, 
said in an interview with the Tri- 
bune newspaper that, if elected 
president, he planned to get 
France's overall borrowing down 
to 3.8 per cent of GDP next year, 
and to the Maastricht guideline 
of 3 per cent by 1997. 


rect taxes, but warned: “We must 
now avoid this [increase in indi- 


UK Tories set to win 
crucial farms vote 


Fiat man set to lead world trade body 


FT WEATHER GUIDE 


Europe today 

A strong high pressure system over 
Germany and the Benelux w 01 bring bright 
and dry conditions to most of western 
Europe but it will still be cool from Belgium 
to France. Southern Spain will be Europe's 
wannest spot with afternoon temperatures 
near 25C. Central Europe will be dry but 
cod with temperatures only between 10G- 
14C even into northern Italy. K will stay cool 
north-east of the Alps and It will remain 
cloudy east of Germany. Eastern Europe 
win, in genera), be unseasonably cold and 
cloudy with heavy rain In Turkey and 
Greece. Warm and moist air will surge 
across northern Scotland causing a rapid 
rise in freezing levels and heavy rain. 
Scattered thunder showers will affect the 
eastern Mediterranean. 

Five-day forecast 

Western Europe will have a lot of sun and 
win become warmer. The worming trend win 
reach eastern Europe on Friday. Diving the 
weekend, unsettled conditions and cooler 
temperatures will return from the northern 
Atlantic. The eastern Mediterranean will 
remain unsettled. 
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Situation at 12 GMT. TenrperaturBC maximum for day. Forecasts by Mateo Consult at (tie Netherlands 
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Bayer’s cost headache 


FT-SE Eurotrack 200: 

,;i3sa^>[+6.A>.: •; . -'r 


Bayer, the German chemicals group 
best foiowu for Aspirin, is suffering a 
mighty headache. The pain is caused 
by its domestic manufacturing 
operations, hit by the high labour, 
environmental and tax costs of operat- 
ing in Germany, compounded by the 
D-Mark’s strength. Bayer has already 
responded by restructuring its fibres 
and dyes operations. Now. despite 
aggressive cost-cutting, it admits some 
of its chrome and intermediates busi- 
nesses are at risk. In all, it may move 
10 per cent of of its entire domestic 
production capacity to other countries. 

Such difficulties afflict much of Ger- 
man industry. Rather than complain- 
ing to the politicians, Bayer is voting 
with its feet. Since 1991, the propor- 
tion of group investment made abroad 
has increased from 42 to 55 per cent. 
Most new capacity is being built in 
Asia. Given the manufacturing costs 
in the region, Bayer's goal of achiev- 
ing operating margins of 10 per cent 
looks increasingly attainable. 

However, the strategy is not without 
a price. Bayer's dividend is paid only 
from domestic earnings: that is so Ger- 
man shareholders can receive a tax 
credit, effectively increasing the divi- 
dend's value by 30 per cent But as 
Bayer scales back its German 
operations, domestic earnings growth 
is likely to fall behind that of the 
whole group. Despite Bayer's huge 
cash flow, the dividend is already 
barely covered. Any slowdown in divi- 
dend growth could affect the shares' 
rating. 

Tobacco companies 

It is an unlikely connection, but a 
judgment on a US haemophilia class 
action has lifted a heavy cloud from 
the tobacco industry. US cigarette 
manufacturers may have defeated 
hundreds of US legal actions aver the 
decades. But there were inevitable 
concerns over a class action where 
lawyers were happy to talk of up to 
$100bn of potential costs. The decision 
to block a similar case by 10,000 
haemophilia patients does not ensure 
this threat is over. But a favourable 
appeal by the likes of BAT Industries 
and Philip Morris is now far more 
likely. 

That would not mean the end of 
legal concerns. Several US states are 
p ushing to recover the costs of treat- 
ing smoking-related illnesses. And 
even if the threat of class actions Is 
eradicated, it will only take one mav- 
erick US judgment to push analysts 
back to calculating the risks to 


BAT 

Share pries relative to the 
FT-SE-A AJJ -Share Index 
150 ' 



Source: FT Graphite 


tobacco companies. 

But the tide is turning for the indus- 
try. The Republican victories in last 
year's elections have diminished the 
likelihood of more punitive excise 
taxes on cigarettes. And yet the com- 
panies’ share prices still carry enor- 
mous risk ratings. BAT Industries 
trades at an estimated 45 per cent 
yield premium to the UK stock mar- 
ket, and Philip Morris is closer to 60 
per cent against the US market The 
long-term outlook for cigarette sales in 
the western world is not inspiring, but 
these premiums look excessive, given 
the strong cash flows that are being 
channeled into building new markets, 
and supporting generous dividends. 

Credit Lyonnais 

Yesterday's complaints by Crfedit 
Lyonnais's main banking rivals over 
the terms of its rescue are spot on. 
The French government's financial 
engineering cannot disguise the fact 
that a FFrSObn (SlObn) hole in Crfedit 
Lyonnais's balance sheet is being 
plugged with cash from SPBL a state- 
backed entity. Paying FFri35bn for 
assets which are worth perhaps only 
FFr85bn is a subsidy however it is 
dressed up. True, Credit Lyonnais 
faces penalties - in particular, it will 
receive a sub-market interest rate on 
the FFrl35bn loan it is making to SPB1 
to finance the purchase of its own 
poor-quality assets. But given that 
interest on the loan will be 85 per cent 
of market rates after the first year, 
while the assets yield only 2 per cent, 
the subsidy is still large. 

No amount of financial engineering 
can conjure up FFrSObn. But Credit 
Lyonnais could be put under greater 


pressure to improve Its future perfor* J 
manes. One option, advocated by its i 
rivals, is to reduce the interest rate ! 
Credit Lyonnais receives an its loan to ] 
SPBL That would cut the subsidy but ! 
also knock the bank’s profits, so gfr- 1 
lug it a stronger incentive to extract 
value from its remaining business. 

The chances of such an approach 
being adopted a re slim. With the 
French presidential, election looming, 
the government will not want to tin- 
ker with a package that has been 
painstakingly put together. The Euro- 
pean Commission also appears to have 
given its informal approval But before 
giving its final approval, the Commis- 
sion should insis t that the subsidy is 
kept to a minimum. 

Bank of England 

The Bank of England has done 
much to enhance its credibility In 
recent years. Mr Rupert Pennant-Rea’s 
resignation as deputy governor is 
unlikely to prove more than a tempo- 
rary setback. Though he supported, 
and helped implement reforms at the 
bank, their principal author is the gov- 
ernor, Mr Eddie George. 

The biggest change has been the ! 
Bank's pre-emptive strike against j 
inflation. Financial markets are still 1 
reluctant to give Air George foil credit | 
for his “stitch in time saves nine" pol- 
icy of raising interest rates before 1 
inflation becomes ingrained. But credi- j 
bility is growing. Market expectations | 
of the extent to which interest rates i 
will need to rise have been sharply j 
scaled back since the start of the year, j 

The verdict on the bank's other j 
main task - banking supervision - is i 
more open. Mr George and Mr Pen- , 
nant-Rea have rightly been applauded ! 
for not bailing out Barings with tax- | 
payers' money, in what marked a 
break with previous practice. But it 1 
remains to be seen whether the bank ] 
foiled to supervise Barings adequately 
in the first place. i 

Mr Pennant-Rea's resignation would 
only cause the bank long-term damage 
if it concluded that there was now no ; 
point in hiring outsiders. Most institu- 
tions - and especially slightly stuffy 
ones like the Bank of England - bene- 
fit from outside blood. Mr Pennant-Rea 
F ulfille d a useful role in challenging 
received wisdom. It would be a mis- 
take to appoint his replacement from 
within the bank’s ranks without first 
searching further afield. 


See additional Lex comment on Pro- 
dmxtiaL Page 22 
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Bull poised for 
two-stage sell-off 

the way for a tiro-stage privatisation for the French 
state-controlled computer company. Page 16 

Profits soar at new-look Incentive 

Incentive, the diversified Swedish industrial con- 
cern controlled by the Wallenberg family, 

a profits for 1994 . to SKr2.08bn 
(5284m) from SKr291m in 1993. pag e 16 

Stet to seek New York listing in June 

Stet, Italy s state-controlled telecommunications 
holding company, will seek a listing on the New 
York Stock Exchange in June, according to Mr 
Ernesto Pascale, the group's managing director. 

Newsprint producers bend rules 

The tight global newsprint market has 
pressure on North American publishers and l «vprf 
governments to turn a blind eye to environmental 
rules on the use of recycled material. Page 18 

Brazilian chemicals group plans expansion 

Brazil’s Rhodia-Ster. a recently-formed joint ven- 
ture controlled by Rhone-Poulenc, the French chem- 
icals and pharmaceuticals group, said it would 
invest $466m in exp anding - jts production of polyes- 
ter-based products in the next four years. Page 19 

Bank of Baroda plans RslObn share Issue 

Bank of Baroda, India's second largest hank plans 
to raise about RslObn ($317m) through a share issue 1 
later this year that will reduce the government's 
stake to 64 per cent from 100 per cent Page 20 

Hopewell cuts dividend 44% 

Hopewell Holdings, the flagship company of Mr 
Gordon Wu, the Hong Kong-based entrepreneur, 
surprised the market when it announced a 44 per 
cent cut in its interim dividend to after a 19 per 
cent fall in net profits to HK$1.25bn (5162m) from 
HK$l.54bn- Page 20 

Romania returns to capital markets 

After a self-imposed exile of 15 years, Romania is 
returning to the international capital market with a 
syndicated loan of 575m. The one-year loan, which 
is being arranged by Citibank, marks a step in the 
country’s quest to become a free-market economy. 
Page 24 

Bowater profits rise 6% to £226rn 

Bowater. the printing and packaging group, beat off 
the effects of sharply higher raw material costs to 
increase pre-tax profits last year by 6 per cent to 
£226m. Page 22 

Halifax in subordi nat ed debt move 

Halifax Building Society may issue a large tranche 
of subordinated debt to bolster its capital base in 
the flotation which is due to follow, its merger with 
Leeds Permanent. Page 22 

Vinton makes £70.6m German buy 

Vinten, the international manufacturer of broadcast 
and surveillance products, strengthened its grip an 
the broadcast equipment market, paying £706m 
($3 15.7m) for the German group Sachiler. Page 22 
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Credit Lyonnais rivals hit at rescue 


By Andrew Jack fai Paris 

A row broke out last night in the French 
hanking industry over the rescue plan for 
Credit Lyonnais, the loss-mating state- 
controlled bank, as two of its competitors 
criticised the package. They met a stinging 
riposte from Cr&Ut Lyonnais’ chairman. 

Banque Natlonale de Paris and Soci&tg 
Gene rate released a three-page statement 
raising questions about the competitive 
consequences of the state-backed rescue 
for Credit Lyonnais unveiled last Friday. 

However, Mr Jean Peyrelevade, chair- 
man of Credit Lyonnais, demanded to 
know “what kind of responsibility would 
lead two big banks to do everything to 
hamp er the recovery of a third - even 
though they claim thi« to be necessary - 
to tbe clearest detriment of the Paris 
financial community?". 


Row cuts through French banking over 
criticisms of ‘anti-competitive’ plan 


He went on to complain that if the 
banks felt they had to speak out, they 
should have done so earlier “when tbe 
damage lto Credit Lyonnais by its previ- 
ous management] was effectively done". 

Under the rescue plan, CrSdft Lyonnais 
would be allowed to remove FFrl35bn 
($27bn) in net assets from its balance 
sheet, and repay any losses as these are 
sold during the next 20 years, through a 
structure guaranteed by the French state. 

BNP and SocGen expressed doubts yes- 
terday about the final losses - which the 
state has estimated at up to FFrSObn - and 
whether there were hidden debts which 
had not yet been uncovered. 


They argued that there was an imbal- 
ance between the expenditure and the 
income of the bank under the financial 
restructuring agreement which could 
“gravely" damage competition 

They also questioned what would hap- 
pen to the structure If Credit Lyonnais 
was privatised before the end of the 20 
years through which tbe plan is riagfgwari 
to operate. 

They added that the sale of the assets 
removed from the balance sheet should be 
managed by an independent organisation 
rather than Credit Lyonnais. 

Finally, they questioned the limits of the 
guarantee provided by the French state. 


and the justice of waiving the bank’s con- 
siderable accumulated fiscal ripfirita 

It also emerged yesterday that Thom- 
son-CSF, the French industrial group 
which, holds nearly 22 per «-or>t of Credit 
Lyonnais, will be able to write back about 
half of the provisions it was forced to 
make last year when the state required it 
to provide a FFriJhn guarantee as part of 
a first restructuring agreed for the bank. 

Thamson-CSF confirmed it would write 
off the remainder at this figure during the 
full 20 years of the plan, rather than tbe 
five-year timescale envisaged test year. 
Thomson-CSF said it would make a loss 
for 1994 of half the previous year’s losses, 
or about FFrl.2bn. This figure comes after 
the write-back of provisions, offset by 
some FFi2.6bn, which represents its share 
of Credit Lyonnais’ 1994 loss of FFrl2bn. 
Lex. Page 14 


UK life insurer changes stance on compensation 

Prudential T ~ 
names 
new chief 
executive 

By Alfson Smith in London 

Prudential Corporation, the UK’s 
largest life insurer, yesterday 
named Mr Peter Davis as its new 
chief executive and said that it 
had set aside provisions for possi- 
ble compensation to victims of 
poor pensions advice. 

The pensions move contrasts 
with its previous stance. Last 
year, unlike several other life 
companies, it said it did not need 
to make specific provisions 
against possible compensation 
claims. 

The change was seen as a 
reflection of a less abrasive 
stance at the Pru following the 
appointment of Mr Davis. 53-year- 
old former chief executive of 
media group Reed Elsevier, to 
succeed Mr Mick Newmarch who 
resigned abruptly in January. 

The shift in tone was also 

underlined by news that the Pru Peter Davis hopes “to settle things down" 
is to end its executive share 

option scheme, replacing it with The Pru did not reveal the believed it did not have 
a plan where the company extent of the pension provisions, cant problem, as for s< 
matches shares purchased by saying that they were “not mate- it had advised people a i 
employees using a cash bonus. In rial." But it said they included ing out of occupational 
addition, after an initial two £20m ($32An) for the cost of iden- but that it would be c 
years, Mr Davis will be on a one- tifying potential victims, and that all its 600,000 pansioi 
year rolling contract, compared they were lower than its 10 per holders, 
with Mr Newmarch’s three-year cent share of the personal pm- The group announ 
rolling term. sions market would suggest results towards the lou 

Mr Davis, who joined Pru den- Sir Brian Corby, chairman, analysts' expectations 
tial as a non-executive director said it was not a question of a profits rose just 2 pa 
last summer, said one of his first “climbdown" by the Pru but £6Q3 ul but Sir Brian s 
tasks was “to settle things more information was now avail- deuce about the future 
down". “Mick was a strong and able about what regulators were a 9 per cent rise in the 
charismatic leader," he said, requiring life companies to do dend to I4.4p. The shaj 
“and when someone leaves unex- over pension compensation. the day 10.5p down at J 

pectedly it unsettles people." He said the company still Lex, Page 14 



The Pru did not reveal the 
extent of the pension provisions, 
saying that they were “not mate- 
rial." But it said they included 
£20m ($32.&n) for the cost of iden- 
tifying potential victims, and that 
they were lower than its 10 per 
cent share of the personal pen- 
sions market would suggest 

Sir Brian Corby, chairman, 
said it was not a question of a 
“climbdown" by the Pru but 
more information was now avail- 
able about what regulators were 
requiring life companies to do 
over pension compensation. 

He said the company still 


believed it did not have a signifi- 
cant problem, as for some years 
it had advised people against opt- 
ing out of occupational schemes, 
but that it would be contacting 
all its 600,000 pensions policy- 
holders. 

The group announced 1994 
results towards the lower end of 
analysts' expectations. Pre-tax 
profits rose just 2 per cent to 
CBOSm, but Sir Brian said confi- 
dence about the future underlay 
a 9 per cent rise in the total divi- 
dend to I4.4p. The shares closed 
the day 10.5p down at 322p. 

Lex, Page 14 


Barry Riley 


Beholders of gold 
reassert its value 


f-p. My dismissal of 
’X gold as a mere 
commodity two 
weeks ago has 
provoked the ire 
of several North 
American corre- 
■H spondents. With- 

Wm V out retracting 

what 1 said then, it is interesting 
to air some of the counter argu- 
ments. 

Tbe gold debate is very much 
alive in the US. You can be dis- 
missive about it. like Andrew 
Smith, commodities analyst at 
UBS in London; he accuses US 
gold newsletters of “flourishing 
on Middle America's nostal- 
gia /paranoia". But the price fluc- 
tuations of natural resources are 
much more closely followed in 
the US than in, say. Europe 
where attempts are made to con- 
trol output and prices land even 
currency exchange rates). Middle 
America's scepticism about 
man-made prices and man-made 
currencies is not unreasonable. 

First, gold as an inflation 
hedge. Martin Armstrong of 
Princeton Economics says that 
the connection between gold and 
inflation bas been misinter- 
preted. Although the rise in the 
gold price daring the inflationary 
1970s is fresh in the memory, in 
the long term gold has usually 
tended to ignore modest levels of 
inflation. 

In fact, the strongest surges in 
the bullion price have usually 
taken place when confidence in 
governments has collapsed. In 
those conditions, if economic 
depression is triggered, inflation 
may well fall. 

Essentially, according to Mr 
Armstrong, gold responds to a 
crisis in financial debt structures. 
An example was in the 1930s. 


when gold rose against all main 
currencies although the general 
economic climate was highly 
deflationary. 

Secondly, what about gold’s 
reputation as a late cycle winner? 
Robert Hove, who writes a news- 
letter called Quantum out of Van- 
couver. has researched market 
cycles going back more than two 
centuries. He says that on the 
basis of past patterns gold's 
moment is fast approaching. 

A decline in the real value of 
gold during economic expansions 
has been normal. During such 
periods speculation focuses on 

A fall in the real 
value of gold 
during economic 
expansions has 
been normal 

paper - bonds and stocks - and 
base metals. Gold hit a low point 
of less than S35G an ounce in late 
1993 just as the US Treasury 
bond market was peaking. 

The next stage. Mr Hoye 
thinks, will be financial and eco- 
nomic contraction which will 
drain resources out of the securi- 
ties markets. There will then be a 
surge of investment demand for 
gold which ism overwhelm the 
attempts of central banks to hold 
it down. 

Of course, from the strictly 
Canadian point of view, gold is 
already in a bull market having 
risen from just over C$400 two 
years ago to about C$540 
recently. 

The link between bullion price 
strength and threatened struc- 
tural financial weakness is clear 


Antonini bows 
to shareholders 
and quits Kmart 


By Richard Tomkins in New York 

Mr Joseph Antonini has quit as 
president and chief executive of 
Kmart, the ailing US discount 
store group, leaving a void at tbe 
top of the company. 

Amid growing shareholder 
anger over Kmart* s rfrgma) finan- 
cial performance, he agreed to go 
during a telephone conference 
with the board on Monday even- 
ing. 

The news was greeted warmly 
by Km art's shareholders, who 
have seen eight consecutive quar- 
ters of deteriorating results. The 
company's shares initially shot 
up 12 per cent from $ 11 % to $13%, 
but eased to $12% by noon. 

Mr Donald Perkins, non-execu- 
tive chairman, said the board 
would start an immediate search 
for a new chief executive. Mr 
Anthony Palizzi, Kmart* s 52-year- 
old general counsel, will serve as 
interim president and Mr Ronald 
Fioto, the 52-year-old head of 
Smart’s Super Kmart Centers, 
will serve as interim chairman of 
the management executive com- 
mittee. 

Mr Antonini is tbe latest in a 
list of executives to have lost 
their jobs at the top of big US 
corporations amid shareholder 
dissatisfaction. Others have 
included the heads of IBM, 
Westinghouse Electric, American 
Express, General Motors and 
Eastman Kodak. 

For months Mr Antonini, 53, 
had clung on to office, defying 
mounting pressure for his resig- 
nation as the company plunged 
deeper into trouble. At the begin- 


ning of this year his days 
appeared to be numbered when 
the board stripped him of tbe 
chairmanship and gave it to Mr 
Par kins an outside director. 

His resignation follows the 
publication three weeks ago of 
the company’s lower-than- 

expected profits of $145m for 
the quarter to January. As in pre- 
vious quarters, Kmart bad to sell 
many goods at marked-down 
prices because it was stocking 
items that customers did not 
want to buy. 

Mr Antonini was appointed 
chief executive in 1987 when 
Kmart was already beginning to 
lose the battle against Wal-Mart 
Stores, now its bigger and more 
successful rival, and other US 
discount store groups. 

Kmart tried to fight back by 
diversifying and buying or set- 
ting up the PayLess Drug Stores 
chain , the -Waldenbooks and Bor- 
ders book stores, the Sports 
Authority sporting goods shops, 
the Builders Square home 
improvement stores and the Offi- 
ceMax office supplies chain. How- 
ever. these operations failed to 
deliver the expected profits; and 
as the group's financial perfor- 
mance deteriorated, shareholders 
clamoured for the specialty 
retailers to he sold off so that 
Kmart could concentrate on 
improving the core discount 
stores. 

Mr Antonini offered a partial 
spin-off of the retailers, hut he 
suffered a humiliating defeat at 
last June's annual meeting when 
shareholders threw out his plan 
and demanded a total sell-off. 


Bayer looks 
abroad to 
ease pricing 
pressures 

By Jenny Luesby in Leverkusen 

Bayer, the German chemical 
group, said it may be forced to 
move 10 per cent of its produc- 
tion capacity to other countries 
because of higher energy prices, 
taxes and labour costs. 

Presenting the company’s 
annual results. Mr Manfred 
Schneider, chairman, said these 
mounting structural problems 
were jeopardising Bayer's inter- 
national competitiveness. Bayer 
had already decided to concen- 
trate research and development 
activities outside Germany, he 
said. 

An “ especially negative devel- 
opment" was the government's 
decision to cat drug prices, 
which in effect meant that “in 
Germany patent protection now 
only exists on paper”. 

The group's pre-tax profits 
rose 40 per cent to DM3.3bn 
($2.35bn), on sales of DM43. 4bn, 
np from DM41bn. But operating 
margins were only 7.5 per cent. 
Bayer hoped to lift margins to 10 
per cent by 1996. 

The company was also con- 
cerned about the Agfa im aging 
business. Rising silver prices and 
competition from the market 
leaders, Kodak and Fqji. had pro- 
duced a re tu rn on sales of just 3 
per cent on a static turnover, 
despite restruc turin g. 

Mr Schneider said the business 
did not complement Bayer’s 
other activities, and could be 
•developed more fruitfully as part 
of Kodak or Fuji, but this was 
hypothetical, as “no buyer 
exists". 

“Without a buyer, we must at 
least try to improve the profit on 
this business," he said, 
“although if prices continue to 
dump, it will all be over". 

Bayer forecast earnings 
growth of 15 per cent this year, 
on a 5 per cent increase in rales, 
but this was based on price 
assumptions which might not be 
fulfilled, said Mr Schneider. The 
company was looking for a mini- 
mum 2 per cent increase in over- 
all prices, just to restore tbe 
price losses recorded last year. 

The latest German payronnd 
was set to cost Bayer AG, the 
parent company, DM150m, and 
environmental regulations were 
also taking their tdO. The group 
plans to cut its workforce in Ger- 
many by 1,800 this year. 

Bayer said it had shifted to 
international accounting stan- 
dards “to reach a compromise” 
with the SEC on a New York 
Stock Exchange listing. It hoped 
listing would proceed within the 
next one to two years. 

Lex, Page 14; Details, Page 16 
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Expertise in Sterling Bonds 


from the Canadian experience. 

You need to have a fairly apoc- 
alyptic view, however. We are 
certainly not short of currency 
scares at present, in the Mexican 
peso and the Italian lira, but gold 
has failed to benefit so far to 
terms of the main currencies. 
There is a sharp contrast with 
the time of the test Mexican scare 
to 1982 when the bullion price 
rapidly backed up from $300 to 
$500 on fears for the solvency of 
big New York banks. 

This time the panic money 
appears to have been pushing up 
the US bond and stock markets 
instead. The banks are little 
involved. On the other hand the 
financial pressures on the US 
Treasury and tbe dollar are much 
greater, and the US government 
has felt obliged to intervene 
directly in the Mexican crisis. 

Martin Armstrong sees a finan- 
cial crisis looming as too many 
governments borrow too much, 
and are driven to finance their 
debts in the short-term markets, 
which is inviting a sudden. 
Mexi can-style loss of confidence. 
Gold could rise strongly to 1996 
and reach a peak in 1998. 

As Andrew Smith says, the 
rationale for a sharp rise in the 
price of gold would be the need 
for major countries to improve 
the gold backing of their discred- 
ited currencies. At present gold 
reserves cover less than 7 per 
cent of narrowly-defined money 
in the top 10 gold-holding coun- 
tries. However, he dismisses such 
a return to the Gold Standard as 
a fantasy, and I agree. The com- 
ing defaults in several advanced 
economies should be seen as rep- 
resenting a purging of the inter- 
national monetary system rather 
than foreshadowing its collapse. 
But hold on to your hats. 
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Bull poised for two-stage sell-off 


By David Buchan in Paris 

Motorola of the US and NEC of 
Japan are looking: to build 
stakes of 17 per cent in Groupe 
Bull, paving the way for a two- 
stage privatisation for the 
French state-controlled com- 
puter company. 

The government had 
originally hoped to bring the 93 
per cent public stake in Bull - 
76 per cent held by the state 
and a further 17 per cent 
owned by France Telecom - 
down to a minority in a single 
operation. 

The European Commission is 
insisting on privatisation by 


the end of the year as its condi- 
tion for approving the FFrllbn 
fSG^bn) in state aid given to 
BuD in 1993*94 In order to try 
to bring big industrial partners 
into Bull, the government had 
solicited bids of 10 per cent or 
more. 

However, when last week’s 
deadline closed for bids, only 
two offers met this condition. 
NEC. which already holds 3.7 
per cent of Bull announced it 
was looking to enlarge its 
stake to 17 per cent; yesterday 
it emerged that Motorola was 
the only other bidder of the 
same scale. 

Two other companies - IBM. 


INTERNATIONAL COMPANIES ANO 


Loss sparks 
resignation 
offers at 
Italian bank 



which has 1.8 per cent of Bull 
and IPC of Singapore - indi- 
cated they were only interested 
in small er stakes. 

However, government offi- 
cials believe that NEC and 
Motorola are big enough as 
partners and have activities 
that complement those of Bull 
to make a first-stage ‘'opening 
of [Bull's] capital" feasible. 

It was suggested last night 
that smaller investors like IBM 
and IPC, and any others, could 
be brought into the company 
in a second-stage operation 
after the presidential elections 
in May. 

A condition of the bidding 


procedure was that only those 
bidding for 10 per cent or more 
of the company were allowed 
full access to the computer 
group's books. 

This condition would have to 
be relaxed in any second-stage 
operation to allow IBM and IPC 
to make firm offers. 

Mr Jean-Marie Descarpen- 
tries, Bull chairman, forecast a 
net profit this year, after the 
group turned its FFrl.89bn 
operating loss of 1993 into a 
FFr237m operating profit last 
year. 

After provisions, the net loss 
was cut to FFrl .96 tm last year 
from FFr5. lbn in 1993. 


Hungary names advisers 
for bank stake flotation 


Mixed fortunes for French insurers 


By David Buchan 

Assurances Generates de 
France, the French state- 
owned insurer due to be priva- 
tised this year, yesterday 
reported a drop in net profits 
in 1994 to FFr88Qm ($l6lm), 
while Union des Assurances de 
Paris, privatised last year, said 
net profits rose 10 per cent in 
1994 to FFrl .56bn. 

UAP said it had increased 
profits in spite of an extra 
FFr4. 4bn in provisions to cover 
property loans and sluggish 
activity. 

Turnover rose to FFrl5l.6bn, 
up 7.2 per cent but only 2.9 per 
cent without taking account of 
acquisitions. 


This was largely due to a 
downturn in activity in the UK 
life insurance market which 
led to a 16 per cent drop in the 
turnover of Sun life, its UK 
subsidiary. 

Mr Jacques Friedmann, UAP 
president, hailed the profit 
increase, which he said had 
ben achieved, in spite of the 
fact that UAP had faced “ unfa - 
vourable financial market con- 
ditions and the deepening of 
the property crisis in France* 1 . 

At AGF, consolidated pre- 
mium income rose to 
FFr69.5bn, up 6.4 per cent (or 
2.3 per cent discounting the 
effect of acquisitions!. Gross 
profits rose to FFrl.Tbn last 
year from FFrl. 44 bn in 1993. 


but after depreciation net 
profit fell to FFriBOm last year 
from FFr977m in 1993. 

AGF encountered difficulty 
last year abroad, where gross 
profits from life insurance fell 
to FFr674m,.£rom FFrl.66bn in 
1993. In non-life insurance, the 
group fell to a FFrl22m loss 
compared with a FFr79 lm gain 
in the previous year. 

Bank-related and financial 
activities produced reduced 
losses to FFr708m, from 
FFi2.4hu the year before. This 
was largely due to the prob- 
lems at the Comptoir des 
Entrepreneurs property busi- 
ness. 

This business is now under 
the management control of 


AGF. which pledged to turn it 
around, following a govern- 
ment-supported rescue. 

By contrast, AGF did better 
in its core insurance activity 
abroad, writing a total of 
FFr30.2bn of international 
business and earning the group 
a total of FFr2Ci9m gross. AGF 
said its one-third stake in 
Aachener and Munchener, the 
German insurance group, 
accounted for a large portion of 
this profit. 

AGF was scheduled for pri- 
vatisation by the end of last 
year, but is still hoping for a 
sufficient recovery in the bond 
and equity markets to be 
floated after the May presiden- 
tial election. 


New-look Incentive lifts profits to SKr2bn 


By Hugh Camegy 
in Stockholm 

Incentive, the diversified 
Swedish industrial concern 
controlled by the Wallenberg 
family, yesterday announced a 
leap in profits for 1994, a year 
in which the group's structure 
was transformed through 
acquisitions and divestments. 

Profits after financial items 
- and excluding contributions 
from non-consolidated 
associates - jumped to 
SKr2.08bn ($284m) from 
SKi29Un in 1993. 

Including contributions from 
associates, pre-tax profits 
reached SKr3.8bu compared 
with SKr966m in 1993. The 
chief contributions were 
SKrI.3bn from Incentive's 


share in Asea, the Wallenberg- 
controlled part-owner of the 
Swiss-Swedlsh engineering 
group Asea Brown Boveri, and 
SKr327m from a minority hold- 
ing in Electrolux, the house- 
hold appliances group. 

Mr Mikael Lilius. chief exec- 
utive, said he expected earn- 
ings to improve further this 
year. However, the annual divi- 
dend was raised by only SKrl a 
share, to SKr8. 

Incentive is the industrial 
operating sister company to 
Investor, the Wallenbergs' 
main blue-chip investment 
vehicle. Incentive underwent 
extensive restructuring last 
year, the feature of which was 
the acquisition of Gambro, a 
medical equipment specialist. 
Incentive acquired Gambro by 


buying the company’s former 
parent Cardo. from Volvo. It 
has since sold off or re-floated 
the remainder of the parent. 

Incentive also bought 
MacGregor-Navire, the world's 
leading supplier of shipboard 
cargo handling equipment and 
sold a number of subsidiary 
interests, including its control- 
ling stake in Esab, the big 
welding equipment group, to 
Charter of the UK. 

The group now operates six 
divisions: medical technology, 
transportation, environmental 
equipment, materials handling, 
power generation, and a 
so-called development division 
which includes Hasselblad 
cameras. 

The restructuring lifted 
group sales in 1994 to 


SKrl8.4bn from SKrl2.3bn, 
with international operations 
now accounting for 80 per cent. 
Profits were boosted by one-off 
capital gains of SKrSOOm from 
divestments. However. Incen- 
tive reported increased operat- 
ing profits for all six divisions, 
with all but one - medical 
technology - increasing oper- 
ating margins. 

In spite of all the activity, 
net debt was driven down to 
SKr6.7bn from SKrl2JJbn, and 
the equity-to-assets ratio rose 
to 50 per cent from 40 per cent. 
Mr Lilius said the emphasis 
would now shift from "a period 
of restructuring to a period of 
building". 

He said there were no plans 
for. Incentive to shift its Asea 
and Electrolux holdings. 


Holders of Bepda Ltd shares are summoned to attend the company’s 
Annual General Meeting, to be held on Thursday 6th April 1995 
beginning at 14.00 hours at Marina Congress Center, address: 
Katajanokanlaituri 6. 00160 Helsinki. Finland. Registration of 
shareholders who have announced their intention to attend, together with 
the distribution of voting slips, will begin at 1 3.00 hours Finnish time. 

THE MEETING WILL DEAL WITH THE FOLLOWING: 

1. All matters pertaining lo the Annual General Meeting as listed under 
§ 1 6 ol me Articles oi Association. 

INFORMATION 

Photocopies of documents pertaining lo the accounts will be available for 
inspection by shareholders from 28 March 1995 onwards at Repcrta Ltd’s 
head office (address below). Photocopies of ihese documents win be sent 
to shareholders an request. The company's annual report wilt also be 
available from the same dale and copies will be posted lo all 
shareholders whose names appear in the list of the company's 
shareholders kept by the Central Share Register ol Finland. 


SUMMONS TO ANNUAL 
GENERAL MEETING 


RIGHT OF PARTICIPATION 

Shareholders wishing to attend the Annual General Meeting must be 
registered in ihe list ot Ihe company’s shareholders kept try the Central 
Share Register of Finland no later than 10 days prior to the meeting. 

Shareholders whose shares have not yet been transferred to the book 
entry system also have the right to attend the Annual General Meeting 
provided friey were regislered m the company's Share Register before 
28 February 1994 or have informed the company and proved Iheir share 
ownership. Such shareholders musl present their share certificates lor 
inspection at the Annual General Meeting or tumish proc! of /.Tiers the 
shares are kepi or that the right ot ownership ol the shares has not been 
iranslened to a book entry account. 

Shareholders wishing Id attend the Annual General Meeting must inform 
the company by 12 o'clock noon on 4 April 1995 at (he lares! by ■.■.■riling 
to. Repola Ltd. Share Register. Snellmaninkatu !3. P.0. Box 203. 
00171 Helsinki. Finland, or by telephoning ■-■358 0 1828 314 or 
■♦358 0 1828 347. or by telefax +358 0 1828 580 Written notice ot a 
shareholder's intention to attend the meeting must arrive beiore the 
deadline slated above. Any letters ol authorization must bs submitted af 
the time the shareholders concerned inform the company ot their 
inieniion fo attend. 

PAYMENT OF DIVIDEND 

The Board ot Director's has decided to propose to the Annual General 
Meeting that a dividend ot RM 250 per share be paid in respect of the 

1994 financial year, in view ol Ihe transfer ol shares to the book entry 
system, dividend will be paid to those shareholders who. on the record 
dale, are registered in the list of shareholders kept by the Central Share 
Register ol Finland. The Board of Directors has determined 12th April 

1995 as ihe record dale for purposes of distributing diwdsnd. The Board 
ol Directors will propose to the Annual General Meeting that dividend be 
payable from the end of the record period on 19th April 1995. 

In the case ol shareholders permanently residenl outside Finland, tax 
will be deducted from the dividend at source, 

Helsinki, 16 March 1995 
SUPERVISORY BOARD 
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March 21st, 1995 to 
September 21st, 1995. 
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for the USD 10,000 
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September 21st, 1995. 
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By Andrew Hill in Milan 

The chairman, deputy 
chairman and six directors of 
Banco di Napoli the troubled 
Italian bank, have agreed to 
resign following a record loss 
of L995bn <$574m) for 1994. 

Shareholders of the Naples 
bank, one of Italy's largest, 
will decide at a meeting at the 
end of next month whether to 
accept the resignations or 
replace the board 

Only one board member, Sir 
Giovanni Somogyi, has refused 
to step down. 

Mr Lnigi Coccioli. chairman, 
announced the biggest loss in 
the bank's 450-year history 
last Tuesday, five months after 
predicting the institution 
would recover from the heavy 
first-half deficit 

The Italian treasury has 
agreed to step in with a capital 
injection and a transfer of 
assets to shore op the bank. 

At a meeting on Monday 
evening, Mr Coccioli aod the 
bank’s joint managing direc- 
tors explained the heavy losses 
of 1994 to the foundation 
which controls the company. 

Mr Coccioli has blamed the 
loss partly on the depth of 
recession in southern Italy, 
which left Banco di Napoli 
with a portfolio of had loans. 

Naples’ city council agreed 
an all-party resolution last Fri- 
day, calling on the board to 
step down. Speculation about 
Mr Coccioli’s successor has 
centred on Mr Piero Barucci, 
the former Italian treasury 
minister who is a senior man- 
ager at Credito Italiano. the 
Milan bank. 

In the last six months. 
Banco di Napoli’s accounts 
and management have come 
under scrutiny from its main 
shareholders - the treasury 
and the controlling foundation 
- and from the Bank of Italy. 
The authorities increased the 
pressure last year after Mr 
Ferdinando Ventriglia. former 
managing director, was per- 
suaded to step down, ending 
an era of political control over 
the bank. 

Mr Somogyi hinted yester- 
day that the rest of the board's 
offer fo resign could be linked 
to new attempts to gain politi- 
cal control of the h ank. 


By Virginia Marsh in Budapest 

Schraders, the UK merchant 
bank, and Creditanstalt Securi- 
ties Budapest, part of the Aus- 
trian finan cial services group, 
have won a hotly-contested 
race to advise on the sale of 
Orszagos Takarekpenztar es 
Kereskaiekni Bank fOTPJ. the 
Hungarian national savings 
and commercial bank. 

The state, which owns 80 per 
cent of OTP. the country's larg- 
est bank, is expected to sell 
about 30 per cent by the end of 
June. The privatisation is 
likely to be one of the biggest 
in Hungary this year. 

Officials said 17 companies 
had been invited to tender for 
the mandate, and that the 
Schroders and Creditanstalt 
team won after being short- 
listed along with N. M. Roths- 
child. the UK merchant bank, 
and Credit Suisse First Boston, 
the investment banking subsid- 


iary of CS Holding, the Swiss 
financial services group. 

Schroders is also advising 
the state on the sale of MVM, 
Hungary's electricity monop- 
oly. Last year, with Creditau- 
stait Securities, it advised on 
the international private place- 
ment and flotation of the coun- 
try's largest pharmaceutical 
company, Richter Gedeon, in 
the biggest privatisation since 
the Socialist-led government 
took office eight months ago. 

Hungarian officials said the 
state was not seeking a strate- 
gic partner for OTP, which 
holds around GO per cent of 
domestic household savings 
and 90 per cent of local govern- 
ment accounts. Instead, around 
20 per cent of the bank Is to be 
offered to domestic and inter- 
national institutional investors 
via a private placement This 
will be followed by the sale of 
around 5 per cent through a 
domestic public offer. Employ- 


ees and management will also 
be offered 5 per cent 
The state has said it wants to 
remain the largest single 
shareholder in the bank, it 
plans to keep 25 per cent, and 
to limit foreign investors to 
m aximum stakes of 5 per cent, 
The two state social security 
funds are each expected to be 
given 10 per cent of OTP as 
part of the government’s obli- 
gation to allocate PtSOObn 
(92.6bn) ia state assets to them. 

Yesterday's announcement 
conies just a week after Credit 
Suisse unexpectedly pulled out 
of negotiations to purchase a 
majority stake In Budapest 
Bank, a large Hungarian com- 
mercial bank. 

Officials say OTP has share 
capital of Ft28bn, and had a 
net asset value of around 
Ft41bn at the end of 1994. 
Shares are expected to be 
offered at around 180 per cent 
of face value, they said. 


Chemicals fuel recovery as * 
Bayer hits acquisition trail 


By Jenny Luesby 
in Leverkusen 

Bayer, the German chemicals 
group, said yesterday sales and 
earnings in the first two 
months of the year had con- 
firmed that last year’s good 
performance would continue. 

With cash flow of DM5.7bn 
(94. lbn) last year, and negligi- 
ble gearing, the company could 
be making pharmaceutical 
acquisitions in the DM200m- 
DM600m (S142.8m-S428.5mi 
range this year, said Mr Man- 
fred Schneider, chairman. 

The upturn at the group is 
being driven by its chemicals 
businesses, with polymers 
leading the way. Buoyant 
demand in the automotive and 
electrical Industries pushed 
polymer operating profits to 
DM266m last year, from an 
operating loss of DMlldm in 
1933. 

Organic chemicals also 
posted strong gains, with sales 
up 12 per cent, but the overall 
profitability of the business 
was held back by weakness in 
dyes and pigments. 


This situation would 
improve from July l, however, 
when textile dyes were due to 
be hived off into a joint ven- 
ture with Hoechst, with the 
loss of 300 jobs, said Mr Schnei- 
der. About 150 of the job losses 
would be in Germany. 

The fibres business also per- 
formed badly, although it did 
break even, following a 
restructuring. Within the agro- 
chemicals business, animal 
health sales rose 8 per cent, 
and crop protection by 7 per 
cent, lifting profits DM139m to 
DM42lm on sales of DMl304m. 

Healthcare, however, 
remained the group’s most 
profitable business, although 
extraordinary charges for 
restructuring of the pharma- 
ceuticals and diagnostics busi- 
ness drove operating profits 
down DM2 03m to DMl.65bn on 
sales of DMlMTOm. This cut 
the operating margin to 15 per 
cent 

The group appeared to soften 
its tone on the possibility of a 
demerger of its chemicals and 
pharmaceuticals business: It 
said it had no plans to split the 


businesses, but was keeping 
such an option under review. 

In any event, the pharmaceu- 
ticals business will be reorgan- 
ised on April 3 into four 
regional businesses: Europe, 
North America. Japan and the 
rest of the world The busi- 
nesses would report to central 
management in Leverkusen, 
but would have independent 
responsibility for their mar- 
kets. said Mr Schneider. 

In addition, research and 
development would become a 
separate entity. R&D spending 
rose only marginally last year, 
by DM20m to DM3 ,2b n. 

Regionally, the strongest 
growth was in Asia and Latin 
America, where a decision last 
summer to take out forward 
currency contracts cushioned 
the group against the Mexico 
peso crisis. A currency-related 
fall in sales in Canada, how- 
ever. constrained sales growth 
in North America to 6 per cent. 
In the US, the company said 
yesterday it was on taiget to 
recoup the {lbn price tag for 
the North American Bayer 
within six years. 


2I J Swire Pacific 

Strong operating profit 
growth in 1994 


Hfghfigfrta 



Operating profit 

US$1,047M 

4-26.2% 

Profit attributable to shareholders 

US$713M 

+19.4% 

Investment property portfolio 

US$8,311M 

+5.4% 

Net assets per share 

US$5.73 

+6.2% 

Earnings per share 

US444.9 

+19.4% 

Dividends per share 

USC17.8 

+21.9% 


Prospects for 1995 are good.’ 


PDA Succh 

Chairman. Sinn IWi/ii Umiicii 
Han-t Kong. I ?ih A/ji./i / VV5 


Notes: 

1. Amounts pur share refer to 'A - shares. Entitlements of 'B' sharehoWt-rs are m proportion Uo 5 
compared ivtmtnose ol 'A' shareholders. 

2. All the above figures have been translated from Hong Kong dollars into Uniien States dollars at an 
exchange rate of USS1 = HKS7.S0. 

3. Dividends are declared m Hong Kong dollars. 


KOREA EXCHANGE BANK 
DSD 100,000.000 
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Doc 1997 

Interest rale: 6.8375ft 

IniL-rcsi period: 22.10.95 iv 22.IN.U? 
Interest payable per: 
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Crystal Castle Euro-Finance Limited 
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Guaranteed Asset-Backed 
Floating Rate Notes Due 1999 
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When teamwork matters, 
you are in safe hands with UBS 



There’s no question about the standing of UBS in 
international equities markets. Of all major investment 
banks, our European sales and research team is one of the 
largest in the world. 

The size and scale of our research operation reflects our 
structuring, distribution and underwriting capability, while 
our sales effort - based on constant contact with over 2,500 
institutions worldwide - leaves no stone unturned. 

In 1994, we participated in 66 European equity and 
equity-linked issues distributed internationally, with a 
total value of over US$19.2 billion. 9 UBS was actively 
involved in 50% of the total raised in equity markets. 
Effective teamwork, depth of resource and an exceptional 
track record: reasons why, when the outcome is 
important, you are in safe hands with UBS. 



UBS Limited is a 


member of the Union Bank of Switzerland group of companies 


. UBS Limited is a 


member of the SFA. UBS Limited, 100 Liverpool Street, London EC2M 2RH. ^Source: Bondware 
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(wer dome inc. | Loral buys Unisys defence units 



W.M. (BIB) Hayes J.K. (Jay) Taylor 

The appointment of W.M. (Bill) Hayes to the 
position of President and Chief Executive Officer, 
Placer Dome Latin America Limited (PDLA) of 
Santiago, Chile, and of J.K. (Jay) Taylor to President 
and Chief Executive Officer of Placer Dome U.S. 
inc. (PDUS) of San Francisco, U.S.A., is announced 
by John M. Willson, President and CEO of Placer 
Dome Inc., effective March 15, 1995. 

Mr. Taylor was previously President and CEO of 
PDLA. He succeeds C.E. (Cole) McFarland who 
retires as President and CEO of PDUS after 38 
years with the Placer Dome organization. Mr. Taylor 
holds a Bachelors degree in geological engineering 
and a Masters degree in mining engineering, both 
from the University of British Columbia, Canada. 
He has been with Placer Dome for 23 years in 
British Columbia and South America. In 1989 he 
was transferred from a mine management position 
in Canada to Chile to initiate Placer Dome's 
operations in that country. 

Mr. Hayes was most recently CEO of Compafiia 
Minera Mantos de Oro, a 50%-owned Chilean joint 
venture that operates La Coipa gold-silver mine. 
He joined Placer Dome in Chile in 1989 and 
subsequently served as Vice-President and 
Treasurer of Placer Dome Inc. in Vancouver before 
returning to Chile. From Vermont, he holds degrees 
from the University of San Francisco and the 
American Graduate School of International 
Management. 

Placer Dome (nc. of Vancouver, Canada, is an 
international mining company organized in four 
geographic regions, that operates 16 mines, 13 of 
them gold mines, in six countries . Two new mines 
start production in mid-1995 and feasibility studies 
are under way for development of three more. 


I NOTICE IS HEREBY GIVEN OF THE 
j ANNUAL GENERAL MEETING 

to be held M Jrftn Baer Bank md Treat Company LML 
I Juifc House. Grand Cajnam. Cmymma titaodi <m Ifltt day of April. 1995 ■! 19 rua. 


1 . To recerve and etnwidet and- it thought 
(if. adopt the acroaots presented by die 
Dirccton (or the year ended 31st Decem- 
ber IW4 ArtJ Dw reports ol the Dircckyn 
and Auditors. 

2. To consider the re -election of Jose 
BaUgnvo&Dircciac. following tits appoint- 
ment by the Directors to replace CUTTord 
Smith. 

3. To ratify the acts of Directors. 

4 To «ppra»< the appointment of Price 
Waterhouse as Auditors and aitUrorau the 
Directors lolu the Auditors ranuoenooo- 

By order of the Board 

LIQU1BAER Juliib Baer US. Dollar 
Fund Untiled, PO. Bos 1 1 00. 

Grand Cayman, Cayman l*Undh. 

A sharv-baWcr hotting registered shores 
b> on titled to attend, vote and appoint 
one or cook proxies lo attend and rote 
instead of him. A proxy need not be a 
shareholder of the company 

A rfiarcbokter holding bearer shares is 
entitled to attend and «we Exovise of 
these rights in respect of bearer shares 
will hr recognized only on fresco ta cion 
at the Meeting of Utr bearer a.-rtifi<aue 
or satisfactory evidence of the bolding. 

, Such evidence may be obtained by 
depositing the certificate with one of the 


Apeoe listed below against written 
receipt, which must be produced at the 
Meetings 

Copies, of the Annual Report including 
Audited Accounu are available for m- 
speciion and may be obtained at thenrgts- 
lercd office of the Company and from 
the Agents feted below. 

There are no service contracts in exist- 
ence between the Company and any of 
us Directors and none arc proposed. 
Participating shares ate hsud on the 
London Stock Ex ch a n g e and particulars 
of the Company are available in the 
Exlel Statistical Service. 

UHdNanA. 1995 

SECRETARY AND REGISTRAR: 

Julius BaerBanh andTntfComp. Lid. 
Kirk House. P.O. Box 1 1 00 
Grand Cayman. Cayman Islands 

AGENTS; 

Bank Jnfatu Baer & Co. Ltd. 
BahnhoAxrasse 36. P.Q. Boa 8010 
Zurich. Switzerland 

Bank Julios Baer A Co Ltd. 

Bern Marks House. Bevis Marks 
London EC3 A 7NE.UJC. 

Soctttd Bonaire Julius Baer SA 
Geneve. Boulevard dll Tb&lre 2 
P.OBffli III 1 Gvmrva 11 .Switzerland 




By Louise Kahoe 
vi San Francisco 

Unisys, the US computer and 
defence group, is to sell its 
defence and aerospace business 
units to Loral, a large US 
defence contractor, for S862m 
in cash. 

The sale is the latest in a 
series of consolidations in the 
US defence industry over the 
past two years in response to 
the Pentagon’s spending cuts. 

Unisys has seen its defence 
revenues and profits decline 
sharply. The sale comes 3’/i 
years after Unisys first pro- 
posed spinning off Its defence 
operations to focus on commer- 
cial information technology. 

“The sale of our defence 
business is the last major step 
in re-positioning our portfolio 
of businesses," said Mr James 
Hnnih, Unisys chairman 1 and 
chief executive. 


It will enable us to focus 
our entire energy and 
resources on our continued 
transformation from a tradi- 
tional computer company to a 
services-led information man- 
agement company." 

Unisys said it did not expect 
the sale to have a material 
effect upon its financial perfor- 
mance because savings would 
offset the loss of profits from 
the defence business. 

The company said the pro- 
ceeds would be used for invest- 
ments in its core businesses, 
general corporate purposes, 
and possibly for repurchase of 
its securities. 

The operations to be sold 
employ about 8,500 people in 
Eagan, Minnesota; Great Neck, 
New York; Salt Lake City; 
Utah; and Montreal, Canada. 
They had revenues of $I.4bn in 
1994, a decline from the previ- 
ous year. 


Included In the sale are Uni- 
sys' military electronics 
systems integration, program 
management, software and 
custom product design and 
manufactujing businesses 
which make a wide range of 
control systems for missiles, 
warships, helicopters and sur- 
veillance aircraft 

The sale also includes Uni- 
sys' postal sorting systems, 
weather systems, and air traf- 
fic control systems businesses, 
which have historically been 
part of the company’s defence 
operations. 

However, Unisys will retain 
its federal systems and health 
information management busi- 
ness units, which provide com- 
mercial information systems 
and services to the US 
government and public 
sector. 

Loral, which is believed to 
have been the highest bidder 


for the Unisys defence 
operations in a three-way con- 
test with Raytheon and 
Hughes, the US defence 
groups, said the effective pur- 
chase price for the Unisys busi- 
nesses was about $798m after 
agreed contractual adjust- 
ments. 

The transaction is expected 
to close by the end of Septem- 
ber, subject to regulatory 
approvals, 

“This acquisition represents 
a strategic building block for 
Loral," said Mr Bernard 
Schwartz, chairman and chier 
executive. 

“The Unisys defence 
operations fit extremely well 
with oars," he added. 

“We expect the acquisition to 
increase Loral's annual earn- 
ings by 20 cents a share in the 
first full year of operations, 
even before giving effect to the 
benefits of synergies and prO- 


Unisys 

Share price (SI 
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Source: Dojastrsan 


ductivity enhancements," Mr 
Schwartz said. 

Loral said it intended to 
maintain Unisys Defense 
Systems’ management team. 


Ciments Fran^ais cuts 
deficit to FFrl71m 


Losses at Ciments Franpais. 
the French construction mate- 
rials company, narrowed to 
FFri7Un f$34.4m) in 1994 from 
FFr685m a year earlier, agen- 
cies report 

Revenues fell slightly to 
FFrI3-28bn from FFrlS.46bn 
last time. 

At the operating level, profit 
rose to FFrl.696bn from 
FFr 1.047 bn. The company said 
it expected to record further 
improvements in operating 
income in 1995. 

It said sales estimates for the 
first quarter indicated a slight 
increase from a year earlier for 
both cement and construction 
materials. 

Ciments cited marked con- 
trasts between different coun- 


tries in the first quarter. Sales 
were stable in France and 
advancing in Spain, Belgium 
and North America, but the 
downturn in the Turkish mar- 
ket which started in the second 
half of last year was continu- 
ing- 

The company said operating 
income improved last year as a 
result of reduced costs and 
unproved profitability. 

The net loss figure of 
FFrlTlm includes the payment 
of a FFrlg&m fine to the Euro- 
pean Commission which is 
being appealed against. 
Ciments said. 

Asset sales totalled FFr932m 
in 1994, bringing the total for 
the past three years to 
FFr337bn. 


Stet will seek listing on New 
York Stock Exchange in June 


By Andrew Hid in Milan 

Stet, Italy's state-controlled 
telecouummications holding 
company, will seek a listing on 
the New York Stock Exchange 
in June, Mr Ernesto Fascale, 
the group’s managing director, 
said yesterday. 

Stet is already listed in 
Milan, as is Telecom Italia, its 
main operating subsidiary. 

The government is expected 
to sell off its majority stake in 
Stet later this year. The gov- 
ernment, and Stet manage- 
ment confirmed yesterday that 
they favoured safeguards to 
avoid the company falling 
under foreign control. 

Mr Pascals said Stefs main 


shareholders should be “Italian 
or predominantly Italian". 
“The Italian telecommunica- 
tions and information sector is 
a national asset; it would be 
good if it stayed in the hands 
of Italian investors," he said. 

Separately, Mr Agostino 
Gambino, Italy’s telecoms min- 
ister, told a parliamentary 
committee that foreign inves- 
tors would not be prevented 
from taking part in the privati- 
sation, “but they would cer- 
tainly have to take account of 
national strategic demands in 
this sector’’. 

The government is consider- 
ing selling its entire 61 per 
cent stake in Stet, which is 
held through TRL the state 


holding company, to a consor- 
tium of Italian banks. Two 
rival groups of banks have 
presented proposals to buy all 
the shares, establish a core of 
strategic investors, and sell the 
other shares on to the public. 

IRI has said the sale could 
take place only after the listing 
of Stefs shares in New York, 
and the demerger of Telecom 
Italia's mobile telephone busi- 
ness. Yesterday. Mr Francesco 
Chirichigno, Telecom Italia's 
managing director, said the 
demerger would take place on 
July 17. 

Shares in Telecom Italia, one 
of Italy's biggest companies, 
rose more than 5 per cent yes- 
terday on record 1994 profits. 


Philip Morris in joint 
venture with PepsiCo 


Fischer in the black at SFr63m 


Philip Morris, the US tobacco 
and foods group, and PepsiCo, 
the US soft drinks company, 
have formed a 50-50 joint ven- 
ture to market ready-to-drink 
canned coffee in Asia, agencies 
report from Hong Kong. 

The venture. Maxwell House 
Beverage, formed by Kraft 
Foods international, a Philip 
Morris unit, and Pepsi-Cola 
Manufacturing, a PepsiCo unit 
will introduce canned coffee in 
Guangzhou and Shanghai. 
China, next month. 

The venture plans to expand 
throughout China and into 
countries in Asia, excluding 
Japan and Korea where Kraft 


Foods has existing coffee alli- 
ances. 

The venture expects the new 
coffee products to generate 
sales of about 30m cans in the 
first year, growing at 
double-digit rates over the next 
few years. 

The product will be available 
in 250 ml cans. Kraft Foods 
said research showed ready-to- 
drink beverages were increas- 
ing in popularity In Asia. 

“We wish to capture a sub- 
stantial share of the growing 
ready-to-drink coffee segment." 
said Mr James King, Kraft 
Foods' president in the Asia 
Pacific region. 


By Ian Rodger in Zurich 

Georg Fischer, the Swiss motor 
components and machine tools 
group, has reported net income 
of SFr63m ($54mi for 1994. com- 
pared with a loss of SFr34m in 
1993 and a nominal SFrllm 
profit in 1992. 

The directors said they antic- 
ipated a further “significant” 
improvement in profit this 
year, and have recommended a 
partial restoration of dividends 
to 6 per cent after two years 
with no payout 

Fischer, best known as a 
leading supplier of castings to 
European motor companies, 
emerged last year from two 
years of difficult restructuring, 


shprirlmg several marginal and 
declining businesses and reor- 
ganising its core 
areas. 

Fischer sales rose 3 per cent 
to SFriLlTbn and new orders 
were up a 10 per cent to 
SFriLSlhn. 

Operating income more than 
doubled to SFrll5m from 
SFr46m and all divisions con- 
tributed to the improvement 

The motor components divi- 
sion, achieved a 7-9 per cent 
advance in sales to SFiTLlm, 
thanks to the stronger export 
performance of the German 
motor industry, and a 25 per 
cent advance in new orders 
improved the operating rate 
and profits. 


The piping systems segment 
recorded sales of SFr544m, 
compared with SFr532m, and 
was benefiting from economic 
recovery in Germany. 

The troubled Charmilles 
machine tool division achieved 
the greatest progress, with a 25 
per cent rise in sales to 
SFr390m and a “marked” 
improvement in its profits- 
Sales in the equipment and 
plant construction division, 
declined slightly to SFr522m 
from SFr534m, reflecting pric- 
ing pressures and a low level 
of investment spending. 

Group net debt at the end of 
the year was SFr44lm, SFr74m 
lower than at the end of 
1933. 


Paper recycling rules under pressure as shortages bite 
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By Bernard Simon 
In Toronto 

The tight global newsprint 
market has increased pressure 
on North American publishers 
and local governments to turn 
a blind eye to environmental 
rules on the use of recycled 
material. 

According to several publish 
ers and newsprint producers 
security of supply has become 
a higher priority than comp Li 
ance with rules specifying min 
imum recycled content 
Although precise regulations 
differ. US states and Canadian 


governments are generally 
phasing in a recycled content 
of 4060 per cent in newsprint. 

A senior executive at one 
eastern Canadian supplier said 
yesterday that “everybody 
wants to obey the rules. But 
when there's a shortage of 
newsprint, nobody worries 
about how much recycled con- 
tent you have in it". 

The newsprint shortage is 
partly due to strong exports to 
fast-growing south-east Asian 
markets, where prices are 
higher than in North America. 

Many mills have resorted to 
an informal rationing process 


for their domestic customers. 
Kruger, a large Canadian pro- 
ducer, earlier this month 
advised all customers that it 
would cut supplies by 10 per 
cent from April 1. 

The market has been dis- 
torted by a steep rise in the 
price of old newspapers (ONP) 
used for recycling. ONF prices 
have shot up over the past 
year from US$20 a tonne to 
about $120 a tonne on the east- 
ern seaboard. 

As a result, some producers 
are replacing recycled pulp 
with cheaper virgin fibre. 

For example, a mill 


south-west of Toronto operated 
by Quno, which is controlled 
by the Chicago Tribune, 
reduced the recycled content of 
Its newsprint last month from 
about 75 per cent to 70 per 
cent 

Florida recently dropped an 
“advance disposal" tax which 
was designed to encourage 
publishers and local authori- 
ties to ship old newspapers out- 
side the state. 

Newsprint producers are due 
to raise their prices to $675 a 
tonne on May 1. compared with 
a low of $420 at the beginning 
of last year. 


There is speculation that 
some producers are planning 
further increases in July and 
September. 

However, Mr John Maine, 
analyst at Resource Informa- 
tion Systems, a US consul- 
tancy, predicted some let-up in 
the second half of this year. 

Mr Maine said newsprint 
demand would be dampened by 
lower newspaper circulation 
caused by recent cover price 
increases, and by a fall-off in 
classified advertising as a 
result of softening activity 
in the housing and vehicle 
sectors. 


Net income 
at ConAgra 
rises 14% in 
third term 

By Laurie Morse 
in Chicago 

ConAfra, the Omaha, 
Nebraska-based food processor 
and commodity trader, 
reported third-quarter net 
income rose 14 per cent as the 
company enjoyed rising profits 
from its prepared foods and 
grocery operations. 

The company reported earn- 
ings of $118.5m, or 49 cents a 
share, in the quarter ended 
February 26. up from $1 03.7m, 

I or 43 cents, in the same quar- 
ter 0fl994. 

Sales were up 3 per cent to 

j $5.76bn in the quarter, from 
S5.58ba a year ago. 

Mr Philip Fletcher, chair- 
man, said: “We are Investing 
| substantial capital and man- 
agement energy to impro ve 
plants and business systems 
and leverage our powerful 
brands. 

“We are especially pleased 
with the continuing growth of 
, Healthy Choice’s total diversi- 
fied product line-up." Healthy 
I Choice is ConAgra’s branded 
frozen and prepared foods 
range. 

Mr Fletcher said he expected 
the 1995 fiscal year to produce 
record earnings for the com- 
pany. 

i For the first nine months of 
the year. ConAgra 's net 
income was $345 -2m, or $1.43 a 
share, up from $305. 3m, or 
$1.26. in the first nine months 
Of 1994. 

Sales in the year to date 
were up 4 per cent to 
$I6.29bn, from $17.6bn a year 
ago. 

The company is a leading 
meat packer in the US and 
abroad. It said its beef business 
in Australia raised third- 
quarter operating profit, but 
that nine-month earnings in 
that segment were down due to 
unfavourable business condi- 
tions in the first half 

ConAgra’ s large fresh 
chicken processing arm saw a 
sharp decline in operating prof- 
its during the quarter, in part 
due to growing competition. 

Daring the third quarter the 
chiricen products h airine ss was 
moved into ConAgra's refriger- 
ated products group to boost 
its performance. 

Borden sells 
R JR shares 
for $638m 

Borden, the US foods group, 
has sold 111m RJR Nabisco 
shares at $5.75 each, raising 
$638m. Renter reports from 
Columbus, Ohio. 

After the offering, Borden 
will not hold any RJR Nabisco 
shares. 

Kohlberg, Kravis Roberts, 
the US buy-out specialists, 
granted the RJR shares to Bor- 
den last week to help Borden's 
balance sheet, as KKR divested 
itself from the food and 
tobacco group while bolstering 
Borden, its new acquisition. 

The gross proceeds are 
before commission payment to 
Goldman Sachs, which handled 
the offering. 

The proceeds will be used to 
give Borden flexibility to 
reduce debt, reshape its finan- 
cial structure and invest in 
Borden's businesses. 
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This announcement appears as a matter of record only. 


The Exxel Group, S.A. Oppenheimer & Co., Inc. 


announce the formation of 


The Argentina Private Equity Fund II, L.R 

$150,000,000 


An affiliate of The Exxel Group, SA. is the Managing General Rainer. 
An affiliate of Oppenheimer & Co., Inc. is the Administrative General Partner. 


DpperHTfiimarSCo.Jnc. 

New Ybrt, Atlanta, Boston, Chicago, fort Lauderdale, 
Houston, Los Angeles, Miami, 5 l Louis. Seattle 


February 28. 1995 


f CONFEDERATION TREASURY > 
SERVICES LIMITED 

ithe trpMiuraw'/ 

NOTICE 

to the holders of the outstanding £100.000.000 
9J-: percent. Guaranteed Notes 1997 of the Corporation 
(the “Noteholders" and the “Notes" respectively) 

NQTU7E IS HEREBY GIVEN to the NYifchuldcn lhal. at fhc Meeting of 
Noteholdi-r. Mivncd t*v the Nonce da let] February P. 1V+5 published in the 
Financial Time-, tind the LnxcmKlilfcr Wort on that daw and held un March 15. 
I'f'5. the l£ttrjiiriimjr> R<ru -Juiiun ■*:! out in such Notice war. pavu.'d. 
AcOTftlhrph . .i cuiranltn ■’( Notch. iWcrv « husc tfiemS:i^ .ire UBS Limited arid 
UBS Inc.. with the powers and auihuriiic. conferred bv the Extraordinary 
R.-silutton. hi l-ccn appointed with elK-cl Horn March 15. I*«5. In addition, the 
modification-, ol. ch.mo.-v in and otnr.MiW, limn the Fiscal and Pajinc Agency 
^ercetn.nl pursuant in whuh the Note*, were mud. which arc vet uui in 
p.irjcr ^rh f of th. Extraordinary ReM'luiion. were asM.un.iJ to The amendment 
to llic rrrf#l and Haying Agencx Agreement mil he considered h\ all ol the 
.iriLTi.il panics iticr-.tu including L‘ ■ ntedoral urn f «tc Insurance Compare and the 
gisc.it and Prme-.pal Has me Agenr 

This Notice is cixcn. in its capacity :is Fi-sol and Principal Haying Agent, by 
Banquc Generals du i.utcmhourgS A 
r 7 avenue Monterey 

. L-Wl Luvcmtaurj , 

V Dated as ol II March lurtj y 


( CONFEDERATION TREASURY > 
SERVICES LIMITED 

tthr 'orjBjniUtui ~t 

NOTICE 

tu Ibe holders of the outstanding C$100,000,000 
9Y: per cent. Guaranteed Notes 1997 of the Corporation 
l the “Noteholders'’ and Ihe “Notes-" respectively) 

NOTICE IS HEREBY GIS’EN in ihc Noteholders that, at the Meeting »rf 
.XoftrhiikKrr- cnnecnml by the Notice dated February 17. pwj published in rite 
Financial lime', and the Luscmburpcr Wart on lhal dare aiul held on March 15. 
I***?, the t£\traordinar> Resolution set out in Midi Notice was paurd. 
Accwdinjdi . a cuntmutec h! Nr>ichridt.T>. whoe member* are U BS Limited and 
L'BS Inf-- with the pm*cr\ and authorin'^ conferred bv ihe Extraordinary 
Resolution, hits been appointed vcitb effect from March 15, 1995. In addition, tbc 
moJiiteMtu.fr> ui. change* in and omissions bum the Fiscal and Buying Agency 
Agreement pursuant to "-Inch (he Nmes were Csured. which an: set out in 
paracrapli 1 ol the b.\iranidinai> Revolution, were assented io. The amendment 
•■’.the Fiscal and Paying Apenrs Agreement wilt he ionsrdcmJ h> all of the 
original panics iherclu, including Lontede ration Life Insurance Cum pans and the 
Fiscal and Prinupa! Paving Agent. 

This Notice i> giren. m its capacity as Fiscal and Principal Paying Agent, by 
Hambrus Bank Limited 
41 Tower Hill 

. London EON 4HA i 

s. Dated as of 15 March. |O05 / 
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20% INCREASE IN GROUP PROFITS IN 1994 


307 

+ 20% 

393 

+ 28% 

474 

+ 20% 

1992 

1993 

1994 


FRF million 


Sales (Including VAT) 

Adlustod nat proBi 
TOTAL 

Attributable to the Group 
Earnings per shard 


1V49 .. UM3 ■ 


nwefido FRP34JDO 


+ 20 . 6 % 
+ 24.3% 


In 1994. the CwMorama Grot*) recorded an underiyinp net profit of FRF 474 mfltan. a rise of 20 8%, 
reflecting the steady improvemenl n Ihe profitability of Hw 128 Casttxama stores and the 6 Dubois 
MaMriaur wholesale oulleta. Castorama craolBd 400 new jobs in 1994. 

Since ihe start ol 1995, there has been steady strong growth in trading. New stores haw been 
opened at Man de Campagrte in Marseille and WHdau in Berlin. By the end ol June, five more 
stores win have been opened. 

The meeting ol shareholders on 12 May 1995 wffl be ashed to approve a net dividend of FRF10 60 
per share, to be paid in cash or in shares. 

Bonus baud 

Given its strong profits and fine outlook for growth. Castorama intends to launch a bonus Issue of 
Shares ai ihe beginning of July. Each shareholder w«U be entitled to 1 new share tor id shares hew 
after the dividend payout , 

Castorama • Shareholder Relations Dept 
591 75 TEMPLEMARS - Tel: (33} 2087.75. 1 1 
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INTERNATIONAL COMPANIES AND FINANCE 

* Nasdaq operator unveils proposals to calm critics 

New trading system, similar to that of the NYSE, aims to improve price protection, writes Maggie Urry 

T marKtl^i? 0 ? quently been criticised in its The arewth of tiasdaa that the cut In market make 

SSEtaftHi.S* "^vely short life. ^ TTO gTOWm W MaSflOJ margins should be more tb 


1 

market in the world, the 

US National Association 
ot securities Dealers which 
operates the automated quota- 
tion system (Nasdaq;, has 
recently had a lot of unpleas- 
ant questions to answer. 

«tS *■*”• tiivesdgated by 
tne US Justice Department and 
the Securities and Exchange 
Commission, and faces law 
suits accusing collusion and 

price fixing to the detriment of 

investors. 

However, this week NASD 
responded to its critics with 
a proposal intended to 
unprove price protection for 
investors. 

Ironically, the solution that 
NASD proposed would make 
its trading system more like 
that of the New York Stock 
Exchange, the establishment 
exchange against which Nas- 
daq has been seen as an 
upstart rival 

Over the years, Nasdaq has 
become a thorn in the side of 
the NYSE, the so-called Big 
Board. 

Nasdaq, which concentrates 
on smaller, faster growing 
stocks and has succeeded in 
keeping big technology stocks 
such as Microsoft, Intel and 
Apple Computer, on its lists, 
has grown rapidly, taking an 
increasing percentage of share 
dealing in the US. 

.Set up in 1971, Nasdaq 
accounted for 38 per cent of 
shares traded in the US by 
1984. By 1994, that had grown 
to nearly 49 per cent exc eeding 
in volume terms, although not 
in valne, the Big Board's 
portion. 

However. Nasdaq has fre- 


quently been criticised in its 
relatively short life. 

Last year, new accusations, 
stemming from an academic 
study, led to the Investigations 
and lawsuits. 

It started when two univer- 
sity academics stumbled on an 
unusual market practice of 
quoting most share prices in 
quarters, leaving out the odd 
eighths. 

Last May, they wrote a paper 
reporting their findings, and 
their conclusion of collusion by 
market makers. 

S hare prices on Nasdaq 
are set by competing 
market makers display- 
ing on screens the bid and 
offer prices at which they are 
prepared to deal 
The computer system picks 
the best of the bid and offer 
prices to make a market price 
at which investors can deal. 
Investors can see which mar- 
ket maker is offering the best 
price at which to buy or sell 
shares. 

A similar system was 
adopted by the London Stock 
Exchange after the Big Bang In 
1986. 

The NYSE, by contrast, uses 
a system of specialists, rather 
like the old London jobbers, 
who make books in shares and 
adjust their prices according to 
the orders coming in. 

The academic study said that 
by leaving out the odd eighths. 
Nasdaq dealers could ensure a 
minimum spread of a 
between the bid and offer 
prices shown on traders 
screens. 

That spread would be wider 
than might be expected from 


Ttadbiu in major world marfurts 
1994 value, SMBon 
2^00~ — 



Brazilian chemicals group 
plans production expansion 


By Patrick McGurry 
in S5o Paulo 

Brazil's Rhodia-Ster. a 
recently-formed joint venture 
controlled by Rhdne-Poulenc, 
the French chemicals and 
pharmaceuticals group, said it 
would invest $466m in expand- 
ing its production of polyester- 
based products in the next four 
years. 

Nearly half the investment 
will be spe nt on Increasing pro- 
ducticm of PET resin and pack- 
aging, which is used to 
products such as plastic bot- 
tles, bags and food packaging. 

About four-fifths of the total 
investment would be made in 
Brazil said president Mr Pat- 
rick CaiHaux. 

Demand for polyester-based 
products in South America has 
been growing at more than 9 


per cent during the past 
decade, compared with about 7 
per cent worldwide, he said. 

Rhodia-Ster was created last 
May by Rhodia, the Brazilian 
subsidiary of Rhdne-Poulenc, 
and Celbras, a unit of Sinasa, 
the Brazilian chemicals com- 
pany. 

Twenty-seven per cent of the 
company was floated last 

Decanter in an international 

share offering. The IPO raised 
about $i80m, which was 
mainly used to pay for ftho- 
dia’s capitalisation of the new 
company. 

Mr Caillaux said that the 
new investments would allow 
Rhodia-Ster to increase produc- 
tion of PET resin to 180.000 
tonnes by the end of 1996 and 
to 267,000 tonnes by the end of 
1997, compared with 70,000 
tonnes at present. Much of the 


increase will be achieved 
through the doubling of pro- 
duction at the company's plant 
in Minas Gerais state. 

Mr Caillaux said a joint ven- 
ture to make PET resin In 
Venezuela was being negoti- 
ated with Manta*, a Venezue- 
lan company, and that Rhodia- 
Ster planned to begin construc- 
tion this year of a plant near 
Buenos Aires with a capacity 
of 80.000 tonnes a year. 

Other planned investments . 
include S87m in production of 
PTA, the main raw material 
for polyester, $84m in polyester 
fibre and $47m in polyester 
film. The company expects to 
finance the investments 
through cash flow. 

From May to December 1994, 
Rhodia-Ster reported net sales 
of $298x11 and after-tax profits 
of 846.2m. 


Share volume comparison 
Total shares, bflUon 

1964 (39 -S) 

AfIKK 

3-8% 


Nasdaq 

38-1% 


1904(152^3) 

Amax 

3.0% 


Source: Noodsq 

Nasdaq's system of competing 
quotes and, it was claimed, 
served to protect market mate , 
ers' profits at the expense of 
investors. 

The allegation of collusion 
gained strength when spreads 
suddenly narrowed the day 
after the study was made pub- 
lic. 

Under the new Aqcess sys- 
tem which Nasdaq proposed 
this week, investors could put 
in limit orders - orders where 
they specify the price at which 
they want to deal - for 3,000 
shares or fewer at a price 
inside the bid and offer spread 
displayed at the time. 

Those orders would be auto- 
matically executed if they 
matched another order in the 
system. 

The investor would therefore 


M r Peter Jenkins, head 
equity trader at 
Scudder, the mutual 
fund management group, says 
that Nasdaq's proposed system 
looks as if “they are creating 
an electronic book more tike a 
specialist’s book”. 

Under the current Nasdaq 
system, be says, he can be try- 
ing to deal through one broker 


Nasdaq 
Annual S volume, mtfloo 
; — 1,500 




that the cut in market makers’ 
margins should he more than 
offset by a rise in the volume 
of trading as more investors 
are encouraged to deal on 
Nasdaq. 

Publicly, market makers say 
they welcome the change. Mer- 
rill Lynch, one of Wall Street's 
leading brokers and a Nasdaq 
market maker, said the pro- 
posal “goes a long way to 
answering recent investor con- 
cerns". It is in its interests, 
Merrill Lynch says, that its cli- 
ents are served and protected 
in all markets. 


A nother broker said 
“this is an acknowl- 
edgement by Nasdaq 
that serious, legitimate ques- 
tions were being raised that 
ware having an effect on the 
marketplace. 

“Investors were reluctant to 
trade. Whatever the cost to us 
it is worth it to enhance inves- 
tor confidence. A more trust- 
worthy market will attract 
more volume." 

While Nasdaq appears to 
have suffered limitari damage 
so far from last year's bad 
publicity - there was no 
increase, for example, in the 
number of companies shifting 
from a Nasdaq quote to a 
NYSE listing - it was impera- 
tive that it was seen to be tak- 
ing action. 

This week’s proposed 
changes have yet to gain the 
approval of the SEC, and the 
necessary technology must be 
developed. 

If Nasdaq can pass those 
tests, it can hope to continue 
its rise and the Big Board may 
have to look to its laurels. 


achieve a better price than 
could be obtained from a mar- 
ket maker. More Important, 
investors could be sure of pri- 
ority for their orders, as a new 
rule would forbid any other 
trade on Nasdaq being made at 
the specified price or higher. 

This is similar to tbe prece- 
dence an investor gets on the 
NYSE when he puts an order 
into the specialist’s book. 


Portugal sets 
date to price 
telecom sale 

Portugal plans to price shares 
in state telephone company 
Portugal Telecom on May 25, a 
few days before it sells about 
25 per emit of the company in 
a first phase of privatisation, 
said Mr Carlos Costa, secre- 
tary of state responsible for 
telecommunications, Reuter 
reports from Lisbon. 

Mr Costa said the pricing 
would follow a PT privatisa- 
tion roadshow to Geneva, Lon- 
don and New York. The sale of 
the shares would take place on 
the Lisbon, London and New 
York stock exchanges a few 
days later, he said. 

Portugal Telecom was cre- 
ated last Jane from the merger 
of three state-run telecommu- 
nications companies to 
agglomerate the sector into 
one company ahead of privati- 
sation. 


at a certain price and be 
unable to fill the order even 
though other trades are being 
done at that price. 

Under the new system his 
order would have priority. 

Mr Jenkins says be will be 
happier to deal under Aqcess, 
so long as the system is prop- 
erly policed. 

Professor William Christie of 
Vanderbilt University, one of 
the authors of last year’s 
study, says it “certainly looks 
like an improvement that 
addresses some of the issues 
head-on." 

But while investors are 
happy, market makers might 
not be. Their profits will be 
squeezed if investors can deal 
inside the mar ket spread. 

Mr Joseph Hardiman, presi- 
dent of the NASD, believes 


Ontario Hydro 
returns to black 


By Robert Gibbons 
in Montreal 

Ontario Hydro, one of Canada's 
two biggest electric power util- 
ities and a big international 
borrower, reaped the benefits 
of two years of restructuring 
and posted 1994 net income of 
CS855m (US$61Qm) before spe- 
cial charges totalling C$268m. 

hi 1993, there was a loss of 
C$3. 6bn after write-offs and 
restructuring charges. 

In 1994, the utility reduced 
total debt by C$650m to CS34bn 
and it expects a further reduc- 
tion of G{3Jbn by the end of 
1997. 

• Geac Computer, one of the 
world's top three makers of 
computer systems for libraries, 
lifted net profit to C$23.4m, or 
81 cents a share, in the first 
nine months to January 31, up 


38 per cent from C$16J9m, or 60 
cents, a year earlier. 

Sales rose 22 per cent to 
C$137m, an increase of 22 per 
cent 

Third-quarter profit 
advanced to C$8.5m, or 30 
cents, up 47 per cent from 
C$5£m, or 20 cents, an sales of 
C$49m, up 27 per cent 

Geac has broadened its mar- 
kets beyond library institu- 
tions - it has supplied systems 
to tbe Vatican Library and 
France's Bibliotheque Nat- 
ionals - into building, hotel 
and property management 
systems. 

The Toronto company 
recently bought Fairfax in the 
US. which makes systems for 
the fast-food industry and has 
won contracts from several big 
banks to centralise their 
accounting records. 




DAIWA INTERNATIONAL FINANCE 
(CAYMAN) LIMITED 

i the "Company”) 

¥50,000,000,000 

Step-down Exchangeable Subordinated 
Guaranteed Bonds 
(the ■‘Bonds") 

Exchangeable Tor shares of common stock of 
and guaranteed on a subordinated basis by 

The DsiVa Bank, Limited 

REVISION IN OPTIONAL EXCHANGE PRICE 
Notice is hereby given that pursuant to Condition 4(A) (iii) of tbe 
terms and conditions of the Bonds and Clause 6{E) of the Trust 
Deed dated 30th March. 1994, the Optional Exchange Price will be 
revised as set out below:- 

I. Optional Exchange Price before revision: Yen 1,097.00 

~ Optional Exchange Price after revision; Yen 827.00 

3. Effective Dale of ihc revision: 31st March, 1995 

DAIWA INTERNATIONAL FINANCE 
22nd March. 199S {CAYMAN) LIMITED 


U.S. $45,000,000 

Pulp and Paper International 
Investments Limited 

(Incorporated in Tbrtola. British Virgin Islands with limited liability) 

Floating Rate Guaranteed 216 year 
Amortizing Notes 

Unconditionally and irrevocably guaranteed by 

C.A. Venezolana de Pulpa y Papel S.A.C.A. 

(Incorporated in Venezuela) 

For Ihe Interest Period Match 22, 1995 to June 22, 1995 the 
Notes wiir cany an interest Rale of 10.75% which consists of 
the Libor Rate 6.25% plus a Margin ot 4.5%. The interest payable 
on the relevant Interest Payment Date June 22, 1995 wffl 
be U.S. S2.060.42 per U.S. S75.000 and U.S. S10.302.08 per 
U.S. 8375,000. 


By: Hie Chase Manhattan Bank, MA. 

London, Agent Bank 
March 22, 1995 


CHASE 


INTERNATIONAL DEPOSITARY RECEIPTS 

REPRESENTING SHARES PAR VALUE VALUE $ L50 
COMMON STOCK 

JJP. MORGAN AND CO INCORPORATED 

A cash distribution of S 0.75 per depositary share will be payable on or after 
die 21a April 1995 upon presentation of coupon No. 100 an 

Morgan Guaranty Trust Company of New York 
35 Avenue Dcs Arts 
1040 Brussels 

Banque Internationale Luxembourg 
2 Boulevard Royal 
L-2953, Luxembourg 

At the designated rate less applicable taxes. 

This distribution is in respect of the regular quarterly dividend payable on 
the common shares P.V. S Z50 JJ». Morgan & Co. incorporated on 14 April 
1995. 


ShimuMi International 
Finance (USA), Inc 
Yen 5,000,000,000 

Tranche A Floating Rate Notes 
Doe 1996 

lu accordance with the provisions of 
the Notes, notice is hereby given 
that the Rate of Interest for the 
three month period ending 22i»d 
June. 1995 has been fixed at 
2.50625% per annum. The interest 
accruing tor such three month 
period will be Yen 6.404.861.11 per 
one Billion Note on 22nd June. 
1995 against presentation of 
Coupon No. II. 

Union Bank of Switzerland 
London Branch Agent Bank VS> 

20th March. 1995 


Shimuzn Inte rnational 
Finance (USA), Inc 
Yen 5,000,000,000 

Tranche B Floating Rare Notes 
Due 1996 

In accordance with the provisions of 
the Notes, notice is hereby given 
that the Rate of Interest for the 
six month period ending 22nd 
September. 1995 has been fixed at 
2.44375% per annum. The interest 
accruing for such six month period 
will be\en 12.490.277.7S per one 
Billion .Vote on 22nd September. 
1995 against presentation of 
Coupon No. 6. 

Union Bank of Switzerland 
London Branch Agent Bank 

20th March. 1995 




... and 


we are on 
the right 
road. 


Tbe thrust of our corporate strategy - 
now and in the future - is to increase 
earnings and enhance value. This 
was the driving force that led us to 
undertake a fundamental redirection 
of our Group so that today we are 
an intemaiional leader in our 
industry. Ic will also be the central 
pillar of our approach in the future. 
Carbon and graphite products are 
indispensable materials for demand- 
ing applications in various key 
industries. "Wfe will continue to drive 
our fiirure success by consistently 
exploiting new avenues of growth 
to keep us on the right road. Our 
forthcoming public offering will 
help finance our future growth. 
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SGL CARBON AG 

THE WORLD OF CARBON AND GRAPHITE 
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annual report 

GT Chile Growth 
Fund Limited 

Tbc Biuni of Directors or Cl Chile Growth Fund Limnnt announced on 20 Match 1943 the unaudited results 
far lire Company for the year ended 31 December 3994. This U the fifth annual report of the Company. 


Results for the year to 31 December 1 994 


ASSETS 

Investment? 

Net current inabilities) 

NET ASSETS 
Issued shares 
Net Asset Value per share: 

INCOME 

Dindmds and bond (merest 
Deposit interest 

Management expenses {Nate l ) 

Profit before luxation 

Chilean taxation 

NET INCOME 

Earnings per share 

Dividend per share 

-from earnings prlc-r to 31 12.92 

- from earnings subsequent to 3 1 . 1 2.42 

\otr I - Itlih Offer ffwn I jasu&r IV94 ibr mmgemeai In 
fund i<* e a lout return 


Chilean equities 
Chilean bonds 
Net current > labilities i 


3 ear Ended 
3M2.44 
USS 

SS.I.frKigOg 

(6.812,933 1 

*ffr.folfl72 

ll.tK3Q.tW0 

S43.57 

14.742.422 

81.075 
1 4.823.497 
11, 002.184 ) 
13.221.313 
H-?71J>8 1 
I1.84Q7I5 
S044 
$ 1.20 
S0.50 
50.70 


Year Ended 

51.1293 

USS 

413^62.451 
17.22P.394 > 
408.64 1.837 
12.000.000 
533.89 

16389 JOS 
97,491 
16.686.796 
18.685.992 1 
1 1,000.804 
1 1.603,006 1 
o. 397,7 W 
50.78 
SI 20 
50.50 
S0.70 
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The Board a declaring a Oral dividend for the vear of 60 rents per share which represents a recurring 25 cm is and a further 
15 cents In respect cd ihe current yur This, together with the interim dividend, pies a total dividend of SI 20(urthcvear The 
dlndeud will be paid on It Mav 1945 id sturehr-Uos on <he legist rr on 1 3 .tpril 1995 
Peter Stevens. Chairman ofGT Chile Gromh Fund said. 

•Since i he beginning of the tear, share prices id Chile have held up relulreh well ai a time when the fuekmarkris of 
Braal. Mexico and Argentina have (alien substantially It should be Doted that die exchange me policy and financial system of 
Chile hone been tes* mioerablc to tpccuUtiie utloclu than ch'TK of I be ether three countries. We remain Confident that on 
rmironmcm of subsianiul. cvpc n-led growth, together with falling inflation. will product superior tong-icxm returns for 
rnwemxv io Chilean scctim/e. 

The Board also notes tbc concern of a number of shareholders regarding the share price discount to net asset value. This 
Mutation reflects fn pan die legal structure of Chilean Foreign investment Ponds which under the relevant low currently 
prevents such lands being open-ended as well as imposing limitations in other »3« In exchange tor this, these funds enjoy 
a preferential us rair of 104- on Income and capital gams rather than the standard rate of 35% which otherwise would 
have applied. 

The Hoard Is exploring all the possible steps 10 address the problem of the discount and shareholders will be kept 
informed as appropriate. - 

Dv 14 March 1993 - the latest practicable dale before the announcement of these results - del assets per share had nsen 
U>S4lj». 

The Company » Annual Repair mil be despatched to shareholders as soun asp.sssible. 

Copies of this statement will also be available [rent GT Management PLC i rcftubicJ by IVROt. 

Alban Gale. 1 +ih Floor. 125 London Wall. London EC2Y 5 AS. Lolled Kingdom 

BY ORDER OF THE BOARD 
Oai-id Sxnuh. Secretary. 

The Bank ul Bermuda Limited. Bonk ol Bermuda Building, d From Street Hamilton. 11M II. Bermuda 

FI FT H ANNUAL RESULTS 


Issue of U.S. $300,000,000 


¥60000,000,000 


RM 


R&I Bank of Western Australia Ltd 

A.C.N.0504&4454 

Undated Floating Rate Notes 

exchangeable inio 

Dated Floating Rate Notes 

of which U.S. S200.000.000 
is being issued as the Initial Tranche 


Interest Bate 
Undated Notes 
Dated Notes 
Interest Period 

Interest Amount due 
22nd September 1995 
Undated Nates 
perU5.S 10,000 Note 
per U.S. S2SQ.00Q Note 
Dated Notes 
per U.S.S 10.000 Note 
per U.S. $250,000 Note 


6.5375% per annum 
6.375% per annum 
22nd March 1995 
22nd September 1995 


U.S.S 334.14 
U.S.S&353.47 

U.S.S 325-83 
U.S. Sai45£3 


CS First Boston 

Agent 


Province de Quebec 

Floating Rate Notes Due 1999 
Notice is hereby given mai tor the 
Interest Period from Much 22. 
1995 to June 22 . 1995 the Notes wtU 
carry an interest rets of 235625%. 
The interest payable on the relevant 
Interest payment date. June 22. 1995 
will be W3.010.784 per ¥500.000.000 
nominal amount. 

By Tbs Oaa Matafea fert.ll A 

UMoiAgmifert Q 

March 22. 1995 CHASE 


U.S. S150.QOO.DOO 
MARINE MIOtAIMD 
BANKS, INC. 


Floating Bate 

Suboninaned Notes Due 2009 

imomnRaia 6.4375% w onrxxn 

Intarwt Pwiod 22nd Man* 1B9S 

22nd June 1296 

mwmt Amourn dua 
22na Jim* USS 

p*< US. mo. ooo r»on U-S-WMbi 
par U S. 6G0A00 Nora US <82267 

© CS Firsr Buviuv 




Are you looking to the future? 
1 JUNE 1995 

On this day. the settlement: 
period for international securities 
veil) be reduced to T~3 business 

days to help bring about 
greater efficiency, lower costs and 
reduced risk within the industry. 

Will you be ready? 

IO WEEKS AND COUNTING 


! 5 M A 

hotting Now Sr.intlanJs 

International Sfcuentrs Markit Association 
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INTERNATIONAL COMPANIES AND FINANCE 

Bank of Baroda plans RslObn share issue 

-R .... *w»« R«4 shn orevfously. 


By Peter Montagnon and 
R.C, Murtfty in Bombay 

Bank of Baroda, India’s second 
largest bank, plans to raise 
about RslObn (1317m) through 
a sham issue later tins year 
that will reduce the govern- 
ment's stake to 64 per cent 
from 100 per cent 

Mr K. Kannan, chairman, 
said the bank hoped to 
structure the issue in 
a way that would enhance 
pamtn gs per share, which las- 

NEWS DIGEST 


tyear amounted to Rs3. 

Under this structure the 
bank would return some 
shares to the government at 
the par value which it origi- 
nally paid. It would then cut 
the par value of its remaining 
shares and sell new shares to 
the public at a premium to the 
new lower par value. 

This would reduce the num- 
ber of shares in circulation and 
enhance ear ni n g s per share, 
which could rise to more than 
Rsll in the next financial year. 


according to Mr C. B. Rama- 
murthy, general manager. 

Several other Indian banks, 
which are also planning share 
issues this year, are consider- 
ing a similar structure. But 
there are doubts about 
whether the scheme will be 
approved by the government, 
as it would be forced to forgo 
benefits from the goodwill and 
earnings accumulated during 
the period of nationalis&tfoo- 

Mr Kannan said Baroda was 
experiencing a strong profits 


recovery as provisions fell. 
Most Indian banks were 
obliged to accumulate large 
loan loss provisions when 
accounting rules were changed 
as part of the government s 
econom ic reforms, but Mr Kan- 
nan said the bank was recover- 
ing some of the bad debts. 

Profit after provisions for the 
current year to end March 
should be in the region of 
Rsl.Sbn, he said, compared 
with Rs660m in 1993-94. Provi- 
sions should fall below Rs3bn 


from Rs4.5bn pnmoasfr 

As part of its ffaveismcahon 
in the wake of reforms, Mr 
Kannan said the bank was set- 
ting up a credit card subsidiary 
and was planning to expand in 
leasing. 

Baroda had decided against 
raising money in the global 
depositary receipt market for 
the tone being, but part of its 
issue; expected in late summer, 
could be denominated in for- 
eign currency and reserved for . 
non-resident Indians. 


Daimler-Benz 
holding structure 
simplified further 

The shareholding structure of Daimler-Benz, 
the German vehicle, aerospace and electronics 
group, has been further simplified with the 
dissolution of a company through which insti- 
tutions held a significant stake, writes 
Andrew Fisher in Frankfort 

Daimler said yesterday that Stella Automo 
bil, an investment vehicle which held 123 per 
cent of the group, had ceased to exist alter its 
investors had swapped their holdings for 
direct stakes in Daimler. Stella was formerly 
an important shareholder in Mercedes AG 
Holding (MAH), which held 25 per cent of 
Daimler shares and was merged into the group 
a year ago. 

MAH was formed in 1976 to prevent a take- 
over b; Iran when it was ruled by the Shah 
and had become a heavy investor in German 
industry as a result of its oil wealth. Iran 
wanted to buy a 39 per cent stake from Mir 
Friedrich Karl Flick, of the Flick industrialist 
family, but was forestalled by Deutsche Bank 
which purchased the holding and placed part 
of it with MAH. 

Daimler decided it had no further need of 
MAH, shares of which were quoted separately, 
when its stock was listed in the US in 1993. 
The group yesterday said it now had two large 
shareholders. Deutsche Bank with 24.4 per 
cent and Kuwait with 12.96 per cent. This is 
the first time the size of the Kuwaiti stake has 
been given. 

CEPA posts HKS235m 
earnings midway 

Consolidated Electric Power Asia (CEPA), the 
electricity utility and power station develop- 
ment group of Hong Kong-based Mr Gordon 
Wu, yesterday reported debut net earnings of 
HK$235m (US$32. 15m) for the six months to 
the end of December, writes Simon Holberton. 

During the previous period the company had 
been operating for only one month. Figures 
which the company said were indicative of 
how it would have traded if it had existed, 
showed a rise in net profit of 132 per cent 

In the previous six-month period the com- 
pany had turnover of HKS528m. Directors 
declared a maiden dividend of 6 cents for fully 
paid shares and 3.21 cents for partly-paid 
shares. 

CEPA is a spin-off from Hopewell of its elec- 
tricity generating and development business. 
Mr Sheldon Kasowitz, analyst at Jardine Flem- 
ing, said yesterday’s results were good; how- 
ever, CEPA was still in transition from Hope- 
well to a stand-alone power company. 

The company said it had been granted pre- 
liminary planning approval from Beijing for a 
four-unit 660MW power station in Shenzhen 
and was actively negotiating a joint-venture 
agreement with its Chinese partner. 

CEPA said that it was also pursuing oppor- 
tunities in India and Pakistan, it described 
discussions with the former as “ongoing" 
while those with the latter as “progressing 
satisfactorily”. 

Ares-Serono tumbles 
61%, halves payout 

Ares-Serono, the Geneva-based biotechnology 
pharmaceuticals group, said its 1994 net 
income plunged 61 per cent to $28.2m, and the 
directors are recommending a halving of the 
dividends, writes Ian Rodger in Zurich. 

The group, which specialises in human fer- 
tility treatment, has been hard hit by the 
removal of some of its products from govern- 
ment reimbursement lists in Italy and Spain. 

Group sales were down 5 per cent to 
$836.8xn. but excluding Italy and Spain, they 
were up 22.3 per cent 

Ares said its results were also hurt by a 
shortage of hormones, collected from urine for 
one of its leading infertility drugs. The use of 
recombinant DNA for production of the mate- 
rial in the future will eliminate the supply 
problem. 

In spite of the poor performance, research 
and development spending was boosted 21 per 
cent to $138 -3m. mainly for the development of 
recombinant products, such as interferon beta, 
in the field of immunology /oncology. 

Pre-tax profit from continuing operations 
was down 48 per cent to §55 .5m. 


The group said the dividend cuts, to SFr3 
per bearer share and SFrI.20 per registered 
share, were in line with reduced earni n gs and 
reflected the board's commitment “to invest 
earnings in the future growth of the 
company”. 

Coles Myer proxies 
approve share plan 

Coles Myer. Australia's largest retailer, said 
yesterday that shareholders who had returned 
proxies to date had bran "overwhelmingly" in 
favour of Hs plan to cancel a second tranche of 
the shares bought back from Kmart in the US, 
writes Nikki Tait in Sydney. 

The plan Is due to be voted on at a share- 
holder meeting on Thursday. 

The first cancellation plan caused some con- 
troversy. although it eventually passed com- 
fortably. In this case, Mr Peter Bartels, chief 
executive, said yesterday: “Both the proxies 
we have received to date and our telephone 
polling of shareholders have been overwhelm- 
ing in favour. We expect shareholders to 
approve the cancellation . . . this week.” 

Accounting change 
boosts Sembawang 


A corporate 
vulture swoops 
on China Assets 

Regent Pacific plans to wind up 
the fund, writes Simon Holberton 

M r Jim Mellon, manag- China Assets HokBnfi® r . 

ing director of fund _ . »awa' =’ 

managers Regent 
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_ _ . Sembawang. one of 
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. . \ cent rise in pre-tax 

14 \ i profits to S$100m 

I A (US$70. 75m) for the 

12 ~ W Ai/VU — year ending December 

™ W 31 1994, writes Kietan 

io ~- .fV\ Cooke in Kuala Lum- 

1 pur. However the rise 

8 1 1 — i in gaming s was due to 

1994 96 chang es in accounting 

sou®* Datesmtoro policy. Analysts say a 

15 per cent foil in pre- 
tax profit would have been shown under the 
previous accounting method. 

Group net earnings fell 13 per cent to 
S$79.Sm last year. Group turnover was 
SSLlhn. Sembawang said intense international 
competition put pressure on the group in 1994. 
The results were below analysts' expectations 
but reflected the tough times experienced by 
the shipbuilding and repair sector worldwide. 

Analysts say Singapore’s shiprepair industry 
has become one of the most efficient in the 
world but see little chance of a return to 
increased profitability in the sector until late 
1996. 

NZ broadcaster 
advances 56% 

Television New Zealand, the state-owned 
broadcaster, yesterday reported operating 
profit after tax up 56 per cent in the fiscal year 
ended December 31 1994, over the year-earlier 
period, AP-DJ reports from Wellington. 

Operating profit advanced to NZS50.9m 
(US$32.85m) from NZ$32.6m previously, on rev- 
enues 5.3 per cent higher at NZ$391m, com- i 
pared with NZ$372m. 

The company will pay the government a 
dividend of NZ$35.6m, 83 per cent up on 1993's 
NZ$19.5m. 

Cathay Life ahead 
at T$9.86bn 

Cathay Life Insurance. Taiwan's largest insur- 
ance company, yesterday announced net profit 
of T$9.86bn tUS$379m) for 1994, a 22 per cent 
advance on the previous year's T$8.09bn. 
AP-DJ reports from Taipei. 

At the pre-tax level, profit of T$i0.68bn was 
18 per cent up on 1993’s T$9.08bn. Revenues 
rose 17 per cent to T$199.38bn from T$169.75bn. 

Mr Thomas Chang, senior vice-president, 
attributed the stable profit growth to higher 
premium revenue and income from land sales. 
He said the lower-than-expected profit was a 
result of higher operational costs and a delay 
in booking the T$2.5bn income from land sales. 

However. Mr Andy Su. an analyst with 
Grand Cathay Securities, said the mediocre 
profit growth signalled Cathay was gradually 
losing its competitiveness in the local market 
The insurer, which has claimed a 45 per cent 
stake in domestic life insurance market, 
received ofdy 37 per cent of overall new life 
insurance policies last year, he said. 


M r Jim Mellon, manag- 
ing director of fund 
managers Regent 
Pacific Group, describes him- 
self as a “vulture” and, like a 
vulture on the wing, Mr Mellon 
circles corporate Asia looking 
for the weak and frail. 

Late last year, Mr Mellon 
found one such case. It is a 
“closed end” listed investment 
trust called China Assets Hold- 
ings, trading at a near 60 per 
cent discount to Us net asset 
value of HKJ7.65 a share. 

Earlier this month, he told 
the company that funds con- 
trolled by Regent, which has 
bases in Hong Kong and Can- 
ada. owned 10 per cent of the 
company’s capital and that he 
would be requisitioning an 
extraordinary meeting of the 
company’s shareholders. 

At the meeting, which he 
expects to take place in early 
May. Mr Mellon plans to call 
on shareholders to sack the 
company’s management and 
directors. 

In th eir place, he will ask 
shareholders to appoint 
Regent, at reduced fees, to 
manage the company's direct 
investments in China and its 
cash as a first step to the windr 
ing up and distribution of 
assets to shareholders. 

Since its listing in April 1992, 
China Assets’ share perfor- 
mance has been dismal- It was 
floated at HKS8.58 a share and 
in the first month touched a 
high of HK$14.10. However, 
since then it has had a virtu- 
ally uninterrupted slide to its 
all-time low of HKS2.67 last 
year. Yesterday, it closed at 
HKS3.975. 

What gives this particular 
assault on corporate Hong 
Kong an added frisson of inter- 
est is that China Assets is asso- 
ciated with some of China's 
leading political families 
through a leading shareholder, 
which also controls the compa- 
ny’s fund manager, China Ven- 
turetech. 

The company’s high-level 
“connections” reach to the top 
of China’s Communist party. 
One of China Venture tech’s 
vice-presidents is Miss Chen 
Weili, the daughter of Mr Chen 
Yun, one of the elders of the 
Chinese communist party and 
a veteran of the Long March. 
Miss Chen's brother is a senior 
official at the People's Bank, 
China’s central bank. 

“As far as I’m concerned It 
doesn't matter who they are 
connected to,” says Mr Mellon. 
“It’s the shareholders who mat- 
ter. China funds have attracted 
a lot of cash but have proved 
to be lousy investments." 

China Assets has not taken 
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Regent’s attack lying down. Mr 
Zhou Xiaohe, general manager 
of China Venture tech, has dis-. 
pitted Regent’s right to call the 
meeting, claiming "it will 
invade shareholders’ interests 
and is not the proper invest- 
ment strategy in China”. 

But the company appears 
weak in defence to the ques- 
tions Regent raises about its 
competence to administer the 
company's assets. China Assets 
lost about US&5m cm its first 
investment in China and more 
recently fumbled a share buy- 
back programme it began last 
November. 

Mr David Cassidy, managing 
director of Standard Chartered 
Asia. China Assets’ adviser, 
said the company would 
respond to Regent’s criticisms 
of management “if and when” 
a meeting of shareholders was 
convened. 

T he real attraction of 
China Assets is not its 
Chinese assets but its 
cash. At the end of 1993 it had 
nearly US$5Gm in cash. 

Last year, it made invest- 
ments of US$18.58m, leaving 
about US$31 .4m in the bank. 
That is equivalent to about 
HK$3 a share. As Mr Mellon's 
entry price was about HKS2.70 
a share, that makes the pro- 
ceeds of the sale of the direct 
investments pure profit 
In addition to the 10 per cent 
of China Assets he controls, Mr 
Mellon claims to have the sup- 
port of shareholders who own 
a further 20 per cent of the 
company. “Something will hap- 
pen; one way or the other this 
company will be restructured," 
he says. 

It is unclear how China 
Assets plans to fight Mr Mel- 
lon. One line of attack could be 
to question Regent’s ability to 
manage companies in China 
where, it could be argued, that 
contacts such as China Ventu- 
re tech possesses, matter. 


Hopewell cuts dividend 44% 


By Simon Holberton 
In Hong Kong 

Hopewell Holdings, the 
flagship company of Mr Gor- 
don Wu, the Hong Kong-based 
entrepreneur, yesterday sur- 
prised the market when it 
announced a 44 per cent cut in 
its interim dividend to 10 cents 
a share after a 19 per cent fall 
in net profits to HK$l.25bn 
(US$1 62m) from HK$1.54bn. 

Profits were struck on a 25 
per rant fall In turnover to 
HK$L19bn from HKSL61bn. 

Directors described the divi- 
dend cut as “prudent" in light 
nf the “increasing cost of capi- 
tal" as well as “the opportunity 
of the group's cash resources 
to he Invested in its attractive 
infrastructure projects". 

In view of Asia's infrastruc- 
ture needs the company looked 
forward to long-term growth 


and benefits, they said. 

At the end of last year Hope- 
well raised HKSTbn in loans 
from the Hongkong and Shang- 
hai Bank to finance the compa- 
ny's take up of equity in Con- 
solidated Electric Power Asia, 
its recently-floated electricity 
development and generation 
subsidiary. In December an 
instalment or HK$2bn was 
paid, bringing Hopewell’s inter- 
est in CEPA to 54,6 per cent 

Although dividend cuts are 
often associated with poor cor- 
porate news, the derision by 
Hopewell to reduce its interim 
pay-out may please many 
investors. They have been con- 
cerned in the past that the 
company has resorted to asset 
sales to maintain dividends at 
unrealistically high levels. 

Hopewell sold assets again to 
help with dividend payments 
but this time analysts said 


shareholders may view the sale 
more favourably. They may 
welcome the valuation which 
has been put on the company’s 
highway development in 
southern China. 

An unnamed Japanese trad- 
ing house paid HK$964m for a 
2.5 per cent interest in the 
highway's toll revenues and 
commercial and retail property 
development opportunities on 
the road. This implies a value 
of HK$38^bn for the road and 
property, of which HK$l4.4bn 
accrues to Hopewell’s remain- 
ing 37.5 per cent interest. 

The main part of the high- 
way, a 122.8km road from 
Shenzhen to Guangzhou, was 
opened on July 1. Detailed 
design of a 38km Guangzhou 
ring road is in progress, as is 
design of the 110km highway 
linking Guangzhou with Zhu- 
hai. 
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INFORMATION FROM THE BANK OF ENGLAND 



ISSUE OF £2,000,000,000 


8% TREASURY STOCK 2015 

INTEREST PAYABLE HALF-YEARLY ON 7 JUNE AND 7 DECEMBER 
FOR AUCTION ON A BID PRICE BASIS ON 29 MARCH 1995 


PAYABLE IN FULL WITH APPLICATION 


With a competitive hid 
With a non-competitive bid 


Price bid plus accrued interest 
£1 00 per £1 00 nominal of Stock 


ms Stock will, on issue, be an investment falling within Pan // of the First Schedule 
I to the Trustee Investments Act 1961. Application has been made to the London Stock 
txchangefor the Stock to be admitted to the Official List on 30 March 1995. 

I. THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND invite 
bids for the above Stock. 

| The principal of and interest on the Stock will be a charge on the National Loans 
‘ Fund, vviih recourse to the Consolidated Fund of the (Jailed Kingdom. 

3. The Stock will be repaid at par on 7 December 20 J 5. 

4. Stock issued under this prospectus will rrnik in all respects pari passu, and wiD be 
immediately fungible, with the existing Stock and will be amalgamated with the 
existing Stock in the Central Gilts Office (CGO) on issue and on the register on 
registration. Consequently, the price payable for the Stock will include an amount 
equal to accrued interest from 26 January 1995, the original issue date of the Stock, 
until settlement on 30 March 1995 at the rale of £138082 per £100 nominal of Stock. 

5. The Stock will be registered at the Rink of England or at the Bank of Ireland, 
Belfast, and will be transferable, in multiples of one penny, by instrument in writing 
in accordance with the Stock Transfer Act 1963. Stock registered at the Bank of 
England held for the account of members of the CGO Service will also be transferable, 
in multiples of one penny, by exempt transfer in accordance with the Stock Transfer 
Act 1982 and the relevant subordinate legislation Transfers will he free rvf stamp duty. 

6. Interest is payable half-yearly on 7 June and 7 December. Income tax will be 
deducted from payments of more than £5 per annum. Interest warrants win be 
transmitted by post. This further issue of the Stock mil rank for the first interest 
payment of £2.8932 per £100 nominal of Stock die on 7 June 1995. 

7. The Stock may be held on the National Savings Stock Register. 

8. Hie Stock and the interest payable thereon will beexwnpt from all United Kingdom 
taxation, present or future, so long as if is shown that the Stock is in the beneficial 
ownership of pezsons who are neither domiciled nor ordinarily resident in tbe United 
Kingdom of Great Britain and Northern Ireland. 

9. Further, the interest payable on the Stock will be exempt from United Kingdom 
income tax, present or figure, so long as it is shown that tbe Stock is in the beneficial 
ownership of persons who are not ordmarfiy resident in the United Kingdom of Great 
i Britain and Northern Ireland. 

10. For die purposes of the preceding paragraphs, persons are not ordinarily resident 
in the United Kingdom if they are regarded as not ordinarily resident for tbe purposes 
of United Kingdom income tax. 

II. Applications for exemption from United Kingdom income tax should be made in 
such form as may be required by the Commissioners of Inland Revenue. The 
appropriate forms may be obtained from tbe Inland Revenue, Financial Intermediaries 
and Claims Office, fitz Roy House, PO Box 46, Nottingham, NG2 1BD. 

12. These exemptions will not entitle a person to claim repayment of tax deducted 
from interest unless the claim to such repayment is made within die time limit provided 
for such claims under income tax law; under the provisions of the Taxes Management 
Act 1970, Section 43 (IX no such claim will be outside this time limit if it is made 
within six years from the date on which die interest is payable. In addition, these 
exemptions will not apply so as to exclude die interest from any compulation for 
taxation purposes of the profits of any trade or business carried on in the United 
Kingdom. Moreover, the allowance of the exemptions is subject to the provisions of 
any law, present or future, of the United Kingdom directed to preventing avoidance of 
taxation by persons domiciled, resident or ordinarily resident in the United Kingdom, 
and, in particular, the interest will not be exempt from income tax where, under any 
soch provision, it falls to be treated for the purpose of the Income Tax Acts as income 
of any person resident or ordinarily resident in the United Kingdom. 

Method of Application 

13. Bids may be made on either a competitive or a non-competitive basis, as set out 
below, and must be submitted on the application form published with the prospectus. 
Each application form must comprise either one competitive bid or one 
non-competitive bid. Gilt-edged market makers may make competitive bids by 
telephone to tire Bank of England not later than 10.00 am on Wednesday, 29 March 
1995. 

14. Application forms must be sent to the Bank ofEDgland, New Issues, PO Box 444, 
Gloucester, GL1 INF to arrive not later than 10.00 AM ON WEDNESDAY, 29 
MARCH 1995; or lodged by hand at the Central Gilts Office. Bank of Eng land, Bank 
Buildings, 19 Old Jewry. London not later than 10.00 AM ON WEDNESDAY, 
29 MARCH 1995; or lodged by hand at any of the Branches or Agencies of the Bank 
of England not later than 3J0 PM ON TUESDAY, 28 MARCH 1995. Bids will not 
be revocable between 10.00 am on Wednesday, 29 March 1995 and 10.00 am cm 
Monday, 3 April 1995. 

15. COMPETITIVE BIDS 

(j) Each competitive bid must be for one amount and at one pice, excluding accrued 
interest, expressed as a multiple of l/32nd of £1 and must be for a minimum of 
£500,000 nomimri of Stock and for a multiple of Stock as follows;- 


Amounted Stock applied for 

£500,000-£1 ,000,000 
£1(000,000 or greater 


Multiple 

£100,000 

£1,000,000 


&) 


Unless the applicant is a member of the CGO Service, PAY MENT IN FULL 
AT T HE PRICE BID PLUS ACCRUED INTEREST AT THE RATE OF 
£138082 PER £100 NOMINAL OF STOCK must be made by a CHAPS 
payment. Each CHAPS payment must be sent to the Sterling Banking Office, 
Bank of England (Sort Code 10-00-00) for the credit of “New Issues" (Account 
number 58560009) quoting the reference “8TY2015", to arrive not later than 1 .30 
pm on Thursday, 30 March 1995. 

(til) The Bank of England reserves tbe right to reject any competitive bid or part of 
any competitive bid. Competitive bids will be ranked in descending order of price 
and Stock will be sold to applicants whose competitive bids are at or above the 
lowest mice at which the Bank ofEnglaod decides that any competitive bid should 
be accepted (the lowest accepte d pri ce). APPLICANTS WHOSE 
COMPETITIVE BIDS ARE ACCEPTED WILL PURCHASE STOCK AT 
THE PRICES WHICH THEY BID (PLUS ACCRUED INTEREST); 
competitive bids which are accepted and which are made at prices above the 
lowestaccepted price will be satisfied in full; competitive bids which are accepted 
which are made at the lowest accepted price may be satisfied in fall or in part 

oily. 

16. NON-COMPETITIVE BIDS 

ID A non-competitive bid must be for not less than £1.000 nominal and not more 
V ’ than £500.000 nominal of Stock, and must be for a multiple of £1,000 nominal 
of Stock. 

tii\ Qnlv one non-competitive bid may be submitted for the benefit of any one person, 

K and each non-competitive application form may comprise only one 
non-competitive bid. Multiple applications or suspected multiple applications 

'<? 
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are liable to be rejected. 

(iii) Unless the applicant is a me mber o f the CGO Service, a separate cheque 
representing PAYMENT AT THE RATE OF £100 FOR EVERY £100 
NOMINAL OF STOCK APPLIED FOR must accompany each 
non-competitive bid; cheques roust be drawn on a bank in. and be payable in, tire 
United Kingdom, the Channel Islands or the Isle of Man. 

(iv) The Bank of England reserves the right to reject any non-competitive bid. 
Non-competitive bids which are accepted will be accepted in full at the 
non-competitive sale price plus accrued interest at the rate of £1 .38082 per £100 
nominal of Stoc k. Th e non-competitive sale price will be EQUAL TO THE 
AVERAGE OF THE PRICES AT WHICH COMPETITIVE BIDS HAVE 
BEEN ACCEPTED, tbe average being weighted by reference to the amount 
accepted at each price and ROUNDED DOWN TO THE NEAREST 
MULTIPLE OF 1/32 ND OF£l. 

(v) If the non-competitive sale price, plus accrued interest, is less than £100 per £100 
nominal of Stock, the balance of the amount paid on application will be refunded 
by cheque despatched by post at the risk of tile applicant. 

(vi) If the non-competitive sale price, plus accrued interest, is greater than £100 per 
£1 00 nominal of Stock; applicants whose non-competitive bids are accepted may 
be required to make a further payment equal to tire non-competitive sale price, 
plusaccnied interest, less £100 for every £100 nominal of Stock allocated to them. 
An applicant from whom a further payment is required will be notified by letter 
by tire Bank of England of tbe amount of Stock allocated to him and of the fiffther 
payment due, but such notification will conferno right on the applicant to transfer 
the amount ofStock so allocated. The despatch of allotment letters to applicants 
from whom a further payment is required will be delayed until such further 
payment has been made. 

17. The Bank of England may sell less than tire full amount of tire Stock on offer at 
tbe auction. Cancellation of a sale of Stock will not affect tire non-competitive sale 
price or any other sale ofStock. 

18. Tbe Stock will be, and all pevious issues of the Stock have been, initially issued 
at a price such that ii will nor be a deep discounr security for tire purposes of Schedule 
4 to the Income and Corporation Taxes Act 1988. Further issues of the Stock may be 
at a deep discount (broadly, a discount exceeding per annum) and in certain 
circumstances this could result in all of the Stock being treated thereafter as a deep 
discount security. However, it is the intention of Her Majesty's Treasury that further 
issues of the Stock will be conducted so as to prevent any of the Stock being treated 
as a deep discount security for United Kingdom tax purposes. Provided the Stock is 
neither a deep discount security, nor treated as a deep discount security, any discount 
to the nominal value at which the Stock is issued will not represent taxable income for 
the purposes of the relevant provisions. 

19. Allotment letters in respect of the Stock sold, being the only form in which the 
Stock (other than amounts held in tire CGO Sendee for the account of members) may 
be transferred prior to registration, will be despatched by post at the risk of the applicant, 
but the despatch of any allotment letter, and the refund of any excess amount raid, may 
at the discretion of the Bank of England be withheld until the applicant's cheque has 
been paid. In the evenr of such withholding, the applicant will be notified by letter by 
the Bank of England of the acceptance of his application and of tbe amount of Slock 
allocated to him, subject in each case to the payment of his cheque, but such notification 
will confer no right on tire applicant to transfer the Stock so allocated. 

20. No sale will be made of a less amount than £1,000 nominal of Stock. If an 
application is satisfied in part only, the excess amount paid wiU, when refunded, be 
remitted by cheque despatched by post at the risk of the applicant; if an application is 
rejected the amount paid cm application will be returned likewise. Non-payment on 

S elation of a cheque in respect of any Stock sold will render such Stock liable to 
mre. Interest at a rate equal to the London Inter-Bank Offered Rale for seven day 
deposits in sterling (“LIBOR") plus 1% per annum may, however, be charged on tbe 
amount payable in respect of any Stock for which payment is accepted after the due 
date. Such rate will be determined by the Bank of England by reference to market 
quotations, on the due date for such payment, for LIBOR obtained from such source 
or sources as the Bank of England shall consider appropriate. 

21 . Allotment letters may be split into denominations of multiples of £100 on written 
request to the Bank of England, New Issues, Southgate House, Southgate Street, 
Gloucester, GLl 1UW received not later than 12 April 1995. Such requests must be 
signed and must be accompanied by tbe allotment letters. Allotment letters, 
accompanied by a completed registration form, may be lodged for registration forthwith 
and in any case must be lodged for registration not later than 18 April 1995; in the case 
ofStock held for the account ofmembersoftheCGO Service registration of Stock wfll 
be effected under separate arrangements. 

22. Subject to the provisions governing membership of (he CGO Service, a member 
of that Service may. by completing Section C of die application form, request that any 
Slock sold to him be credited direct to his account in tire CGO on Thursday, 30 March 
1995 by means of a m e raber-io- member delivery from an account in the name of tbe 
Governor and Company of the Bank of England, Number 2 Account. Failure to accept 
such delivery by the deadline for member-to- member deliveries under the relies of the 
CGO Service on 30 March 1995 shall for the purposes of this prospectus constitute 
default in doe payment of tbe amourn payable in respect of the relevant Stock. A 
member of the CGO Service may also, subject to the provisions governing membership 
of that Service, surrender an allotment letter to tbe CGO for cancellation and for the 
Stock comprised therein to be credited to tbe member's account The member who is 
shown by the accounts of tbe CGO as being entitled to any Stock shall, to the exclusion 
of all persons previously entitled to such Stock and any person claiming any entitlement 
thereto, both be treated as entitled to such Stock as if that member were the holder of 
an allotment letter and be liable for the payment of any amount due in respect of such 
Stock. 

23. Application forms and copies of this prospectus may be obtained by post from 
tbe Bank of England. New Issues, Southgate House, Southgate Street, Gloucester. GLl 
IUW; at the Central Gilts Office, Bank of England, 1 Bank Buildings, Princes Street, 
London, EC2R SEU or at any of the Branches or Agencies of the Bank of England: at 
the Bank of Ireland, Moyne Buildings, 1st Root, 20 Callender Street, Belfast, BT1 
5BN; or at any office of the London Stock Exchange. 

Government Statement 

Attention is drawn to the statement issued by Her Majesty’s Treasury on 29 May 1985 
which explained that, in the interest of tbe orderly conduct of fiscal policy, neither Her 
Majesty's Government nor the Bank of England or their respective servants or agents 
undertake to disclose tax changes decided on but not yet announced, even where they 
may specifically affect the terms on which, or the conditions under which, this Stock 
is issued or sold by or on behalf of the Government or the Bank; that no responsibility 
can therefore be accepted for any omission to make such disclosure; and that such 
omission shall neither render any transaction liable to be set aside nor give rise to any 
claim for compensation. 


BANK OF ENGLAND 
LONDON 

2! March 1995 




TO THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND 

1/We apply in accordance with the terms of the prospectus for competitive and j 
non-competitive bids dated 21 March 1995 as follows:- 

t FOR COMPETITIVE BIDS ONLY 

* asai '- i3 (iefar Stock to be purchased at the price bid plus accrued interest) 
Nominal amount of 
8% Treasury Stock 2015 applied for: 

Amount of Stock applied for Multiple 

£500.000-£l,00DD00 £100000 

£1,000,000 or greater £1.000,000 

Price bid per £100 nominal of Stock, 
being a multiple of l/32nd of £1: . 


Plus accrued interest at the rate of £138082 per 
£100 no minal of Stock: 


Total amount payable per £100 no minal ofStock: 


Amount required for payment (a) IN FULL AT 
THE PRICE BID PLUS ACCRUED INTEREST: 


FOR NON-COMPETmVE BIDS ONLY 

(ie Jar Stock to be purchased at the non-competitive sale price, plus accrual 
interest, as defined in the prospectus) 

Nominal amount of 8%Treasury Stock 2015 
applied for, being a multiple of £1,000, with a 
minimum of £1,000 and a maximum of £500,000 
nominal of Stock; 

Sum enclosed (b), being £100 (c) for every £100 
NOMINAL of Stock applied for 
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FOR CGO MEMBERS ONLY 


COO PARTICIPANT NUMBER.. 
Name of contact-., 


. — Tel No — 


THIS SECTION TO BE COMPLETED BY ALL APPLICANTS 
I/We request that any allotment later in respect of Slock sold to 
me/us be sent by post at my/our risk to me/us at the address shown below. 

IN THE CASE OF A NON-COMPETITIVE APPLICATION. I/we 
warrant that to my/our knowledge this is the only non-competitive application 
made for my/our benefit (or far tbe benefit of the persons on whose behalf I 
am/we are applying). 

IN THE CASEOF AN AP PLICA TION BY A MEMBER OFTHE CGO 
SERVICE WHO HAS COMPLETED SECTION C, we request that any Stock 
allocated to us be credited direct to our account at the CGO. We hereby 
irrevocably undertake to accept such Stock by m ember ~ to-roember delivery 
through tbe CGO Service from the Governor and Company of tbe Bank of 
England, Number 2 Account (Participant number 5 183) by the deadline for 
such deliveries on 30 March 1995, and we agree that the consideration to be 
input in respect of such delivery shall be the amount payable by us on tbe sale 
of such Stock in accordance with tire terms of the prospectus. 

SIGNATUKE(S) 

Date. of, or on behalf of, applicant 


PLEASE USE BLOCK CAPITALS 


.MR/MRS 

FORENAMES) IN FULL 

SURNAME , 

MISS/MS 


1 

* FULL POSTAL 


1 

I ADDRESS 


\ 

1 

1 

1 

TOWN 

COUNTY 

POSTCODE 

I 


NATIONAL SAVINGS STOCK REGISTER: if you wish the Stock 
to be registered on the NATIONAL SAVINGS STOCK REGISTER 
(for which there is a limit of up to £25,000 nominal of Stock) please 
tick this box. . 

(a) A CHAPSpayment must be sent to the Sterling Banking Office, Bank of 
England (Sort Code 10-00-00) for tire credit of “New bares" (Account 

Mrnnhpr nivnKnO tH#» Mfpnmr'A S* tr\ ovnua nnt lotnr 


(b) A separate cheque must accompany each non-competitive application. 
Cheques should be made payable to “Bank of England" ana crossed 
“New Issues" and must be drawn on a bank in, and be payable in, the 
United Kingdom, Channel Islands or tire Isle of Man. 

(c) The procedure for airy refund, or further amount payable, is set out in the 
prospectus. 

APPLICATION FORMS MUST BE SENT TO THE BANK OF ENGLAND, NEW 
ISSUES, PO BOX 444, GLOUCESTER, GLl 1NP TO ARRIVE NOT LATER 
THAN 10.00 AM ON WEDNESDAY, 29 MARCH 1995; OR LODGED BY 
HAND AT THE CENTRAL GILTS OFFICE, BANK OF ENGLAND, BANK 
BUILDINGS, 19 OLD JEWRY, LONDON NOT LATER THAN 10.00 AM ON 
WEDNESDAY, 29 MARCH 1995; OR LODGED BY HAND AT ANY OF TOE 
BRANCHES OR AGENCIES OF THE BANK OF ENGLAND NOT LATER 
THAN 3 JO FM ON TUESDAY, 28 MARCH 1995. 
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COMPANY NEWS: UK AND IRELAND 


Bowater defies price 
rises to turn in £ 226 m 


By Peggy HoUinger 

Bowater, the printing and 
packaging group, beat off the 
effects of sharply increased 
raw material costs to lift pre- 
tax profits last year by 6 per 
cent to £226m ($371m). 

Mr David Lyon, chief execu- 
tive, said raw material prices 
for many products had 
increased by more than 50 per 
cent, and by as much as loo 
per cent in some cases, during 
1994. However, Bowater had 
managed to pass on the price 
rises to customers within four 
to six weeks, on average. 

Seeking to calm the fears 
which have hit the company’s 
share price recently, Mr Lyon 
said he was confident the 
group would be able to con- 
tinue recovering cost increases 
at about the same rate in 1996. 
Indeed, it had begun to see evi- 
dence that the rises were 

Avonmore 
Foods falls 
to I£21.7m 

Avonmore Foods, the Irish 
foods group, reported a 25 per 
cent fall in 1994 pre-tax prof- 
its, from I£29.2m to I£21.7m 
<S36m>, following losses from 
the closure of its German meat 
operations. 

Turnover increased to a 
record I£1.2bn (I£1.13bn), with 
76 per cent of sales generated 
from outside Ireland. 

The dairy division, which 
accounts for 55 per cent of 
turnover, was affected by a 
margins squeeze. 

Turnover in the red meat 
division - beef and iamb - 
remained flat as the company 
experienced difficult market 
conditions. It took charges of 
I£6.4m on the closure of the 
Harzland meat processing 
operation in Germany! the 
largest meat market In 
Europe. The German operation 
also incurred an I£2m loss for 
the period. 


Bowater 

Share price relative to the 
FT-SE-A Afl- Stems Index 
220 - -|»- 


1980 91 92 83 94 96 

Source: FT Graphite 

beginning to flatten out, 

Mr Lyon admitted that such 
a statement was unusually 
optimistic for the normally 
cautious Bowater. 

Group margins nudged up in 
1995, in spite of the difficulties. 
Excluding the pension fund 


surplus, which was included in 
operating profits for the first 
time, margins rose by 0.3 per- 
centage points to 9.5 per cent 

The packaging and print 
businesses, which are most 
exposed to increased raw mate- 
rial costs, increased operating 
profits from £89m to £110m. on 
sales shghtly higher at £l.l7bn. 

Coated products benefited 
from strong volume growth to 
increase profits by 22 per cent 
to £82m, on sales 24 per cent 
ahead at £554m. Building and 
engineering rose 25 per cent to 
£50m on sales 21 per cent 
higher at £4S2m. 

Mr Lyon said Bowater expec- 
ted the strongest growth to 
come from the coatings, 
healthcare and beauty prod- 
ucts packaging businesses. The 
company also expected to 
make a series of bolt-on acqui- 
sitions in these businesses 
when possible. 


Waterford Wedgwood 
returns to dividends 


Waterford Wedgwood, the Irish 
luxury goods group, is to pay a 
dividend for the first time in 
six years, in a further sign of 
the company's r e t u rn to health 
after the losses of the early 
1990s. Pre-tax profits more 
than doubled last year, from 
l£10.1m to ]£22.6mJ$37m). 

In 1992 the group lost I£l7m. 

The board has proposed a 
dividend of 0.8p a share, the 
first since the interim declared 
in 1988. 

Group sales rose 7 per cent 
to I£325m fl£3i9m). the highest 
level since 1989. 

Operating profits were up 70 
per cent to I£28.3m, the highest 
since Waterford Crystal 
acquired the British ceramics 
company in 1986. 

The company is six years 
into a recovery programme 
started when Mr Tony 
O’Reilly, the chairman, led a 
rescue in April 1990. 

The crystal division, the 
source of the losses in the 


early 1990s, reported a 68 per 
cent increase in operating prof- 
its to l£13m (I£7.8m), helped by 
the docking of a record 22 
international cruise liners at 
Waterford during the year. 
Sales rose from I£102.2m to 
IttO&am. 

ln the Wedgwood china divi- 
sion, which includes the 
Waterford crystal distribution 
business, operating profit 
increased 75 per cent to 
I£ 15.3m (I£fi.7m). Sales were 
static at l£ 193.2m. 

Waterford Wedgwood derives 
about 37 per cent of sales from 
the US. with the crystal divi- 
sion dependent for 75 per cent 
of sales on the US. The com- 
pany said that It expected to 
offset weakness in the dollar, 
winch results in lower profits, 
by hedging its currency needs. 
Demand remained strong in 
the US for items such as Wedg- 
wood's gift products. 

Earnings per share more 
than doubled to 2-9p fl_27p). 


GREEK EXPORTS SA. 

(Special liquidator of ALPHA SA. by virtue of Decisions No. 7831/92 nod 714/95 of tfae Albas Court of Appeal). 

ANNOUNCEMENT 

THIRD PUBLIC AUCTION FOR THE HIGHEST BIDDER FOR THE SALE OF THE ASSETS OF 
ALPHA TELECOMMUNICATIONS AND SIGNALS SA. NOW UNDER SPECIAL LIQUIDATION 

GREEK EXPORTS S-A_ established m Athens, at 17 Panepistimiou Street and legally represented, in its 
capacity as special liquidator of ALPHA TELECOMMUNICATIONS AND SIGNALS S A. in accordance with 
Decisions No. 7831/1992 and 714/1995 of die Athens Court of Appeal 

ANNOUNCES 

A ibint ptfciic mcum for Ihe highest bMda with soled binding utters for the purchase of detaem* of die assets of ALi’HA S-A. (established 
in Aihcsc X 72-74 Satomlnos Street K a llH h c*. within die framework of article 44a of Law I fWJMl oaapta m s n tod with article 14 of L nr 
SXOfl 991 ami amended and supplemented by ankle 53 of taw 2224/I9W. 

BRIEF DESCRIPTION AND ACTIVITY OF THE COMPANY 

ALPHA TELECOMMUNICATIONS AND SIGNALS S A. founded in Athens hi 1977 with bead office in RaQhhea [72-74 Sabmhm 
Street ) in * oeUkmnfd mold storey building of 2.775 sqjn. jo ana divided into three (3; basements. * ground Boor and tour storeys built an 
■ pVx of bod UXB sq.m, in nra. TV company b» two basic wet <5 of activity. al the nantibcRnr of electronic fuses for utiUcoy use and 
b) the production and development of computer software. After nosy yean of rese a r ch , the company acquired and consolidated die technical 
know-haw for manufacturing mainly [wo types of fuses. Le. ifte electronic rime fuse {AXP-lBiJ and ibe cfectntoic rime and pctcuanon lose 
(AXK-P1J. The company has also developed various software program me* for war industry sods as M.LS; software programmes for 
hospitals, ere. It has aho participated in research and comparer data prcfjanuncs of the E.C. and has developed a digital telephone exchange 
(MB XV 

Pfcnd esahty- The company's building of 2.775 sqm. coreuoing of a first baseman of 373 sqjn. a second basement of 443 sqm. a third 
hoemru of 293 sqm., a first Boer of 382 sq m. a second Boor of 3 E sqm, j (hint floor of 3*2 sq jo . and a fourth floor two-tfaiitto of which 
is owned, of 2CT7 sqjn. 

Scamd entity: Fuses loww-tow and dtei programming as wcU as sundry machinery, apparatuses, parts and moulds retired lu them. 
(The know-how on be sold only with the approval of the Ministry af Defence!. 

Third entity: ALPHA S-A-'s me chan i ca l and other equipment for la other activities besides Fuses (c-g. c o m p act dam, edcpbooc 
ruhin ps. etc.) 

fourth entity: Osins, balance of rcnuutring stocks {except fuses I. transport means. Analytical information on the elements of the company \ 
aases contained in cadi entity is ctolnined in the annex af the confidential off-nag mcmurandnin to which you cm refer 

asms of iHLAiicnm 

I) In older to take part in the auction, interested parties, anal receive from the Liquidator the Confidential Offering MeaKnandmn and the 
draft letter of guarantee in mder 10 submit a sealed bin (ting offer to the Athens notary ]mhlk Mrs. Flora Bbaa-Zmlia 4 14-lb PbeWioo 
Sneer. 6tb Boor, let +JO-I-3KLS143 and tier +XM-MMJK55 up to 1400 bn on Tuesday If April 1995. 

21 Often must be subornied in person or by a legally authorised representative. Often submitted beyond the time limit and offer! not 
accompanied by a letter of guarantee shall not hr accepted or taken into opB&idmbcn. 

3) Offers uHI he opened before ibe stove-mentioned Booty public sr }3Xi tab an Wednesday J2jb April 1V>5 in the preyenoe of the 
Liquidatoc. Bidden who have submitted valid offers aw aWn an cod. 

4> Each interested investor can submit either one offer for the total dementi of the assets of the company or separate often fee the purchase 
of one. Wo. three or all fan of the entities that make up the company's assets. Offers must sure dearly if they refer tu the elements of 
the total assets or ro each of rite entitov. the price offered and (he method 0 / potman (in cash or oa credit. Che numtar of insta Intents, 
when they are W fill due etc. I Offers must not contain term upon which their huxttngocvi may depend or which Bay create vjptenevj 
with rcganl m the hdgbt ur maimer at' payment of die offered price nr with regard to ocher manors essential ro the ule. The liquidate* 
and the ocditUT reserve the right, at their absolute dBcrctiua. tu irjca offers which coatam rentes and eaoeptmm. reganfless of whether 
they are higher than other offers. 

5) On penalty of invalidity, often most be accompanied in a Irttn of guarantee from a hank legally operating in Greece, of jndefinilr 
duration, for the annum of Dtt5n.lWO.iW (Fifty million drachmas! (or bids concerning the total aaets of the company. If the offer 
refers to separate entitles, then the amount of tbc letter ,4 guarantee should be is fuUow&: a) Dr*. 40.iWX(KM (Forty tzuLUon drachmas) 
for ihc Dot eniity. ix. tbc company's building at 72-74 Sjlaminos Street, KaUbheal b> D73_t.DCO.OIXl (Three nullioo drachmas) for fnv-» 
kntw-hota Do. 5,0001331 (Five mSkai drachmas) for mccfantai and uttter tq mp mcra and d) Dry. 20XWOO film mil*® drachmas! foe 
cjbims. skxfcs in hjmL other cq uip mcoi jnd pram ni Dradspon. 

6l Forfckmc of the tcucy of gpaianRc: 

In die event tbuthe party 10 whom the assets for sale have been adjudicated foils in Us oMiganoe to appear and sips the relative control 
within twenty 1 20) days of being invited in do so by the Liquidator, and abide by the obligations contained in the present antranccmciu. 
then tire amount of tbc guarantee stated above is forfeited 10 the Liquidator to cava expenses of all kinds, nine spent and any real or 
paper taut suffered by brinsetf and by the creditors with no ofaligatntu on Iris part to provide evidence of such Ion or consider that the 
amount has been forfeited as a penalty clause; and collect n farm the guarantor hank 

1) Reton of fetters of g narac re c: letters of gamwireataumpoaying the off era of other bidders ahall be returned to them i mnnkw ly after 
tfae adjudication of the auction lo Ibe highest bidder, creep* for the guarantee ef the highest bidder nbkh will be Trained lo him 
ftmaeifiaieiy after the signature of the final contract, 

8) The highest bidder is the one whose oflp has bcco evaluated by Ibe liquidator and judged by Ihe Mjprit? Cretfilots an bemg the n»o*t 
sataftefery. 

Vl The company's assets and at] tbc separate fixed and Gucniattng xceix that make them up, sneft as fttmtovabics. mov at4cx. cktims, righm. 
etc. whether they wr robe sold as a whole tv os separate entities Shan be transferred -as » anJ where s" and . mare specifically, m 
their actual and legal condition and wherever they are on the dale of signature of the final txri tft a c u reganfln* of whether the Company 
b operating or nut. 

lift The liquidator, the Company onder liquidation and its creditors who r e pre s e n t 5 IU of ils rural obtiga&iw. ore oV litNe fir any legal 
or actual EsulKortny Incomplete or inaccurate dcaolption of the asset* for sale la the Offering Memo ran dum. 

II) Inrercwd buyers must, on their own mponrihiliry and due care, and by then own means and ai their tram expense. Ktipeet the object 
of the sale and farm there <n*n judgemen ami dretare In their bids thsi they arc fi% war of the ncnial and Ir^d corahtroa of the asrere 
for sale 

L2> The Lhpadaiinj; compiuty and the Crcdboni bear do raponaMifi or obUganoo mwnnb partkiptnls in the auction, both wtiIi ttsani lo 
■be evnhLarkm of the btda. the vjccton of the higbesi bidda. the deribion. if any. to cancel ot repeat tfcpr auction and any i4her derision 
In general reganhua (he proctsturc end execution ot the unction. The robntisaiou of a bimbng after docs not imply any right in the 
adjudlcatuM of the sale jod. in generaL poradpua do not acquire any right data or datura! from ifte present auntranccmen; ami tnsn 
pjrtLaposiws Bl ibe aacrioo. against ihc liquidating company « ihc creditors for any cause or reason. 

L3) AflatiWWdfitptaaeso/ *vc»y noftire for partkipatitM in tiw miciidS and tor Urttiaftw of u«deKiiip.i»*TllasdJuxcs,(hilieAdDes, 
stare fcom (hiid party Ices thai may be imposed (beyond ihe exemptions foreseen by lawl irUiing to partsapnron m ihe luctoo and 
» the sale contract, anything lolkraing the sale, transcriptions and any other nan. ate bww endnsively and alone by ihe interested 
buyers and the highest bidder nspecowefy. 

14) PamopariOT W the auction impiks acwpuocr by the prospective bora of oil Ifte above terms of the pre»e« anoomKemenL 
151 The preseW aaaonncrtncin bas been drafted in Greek and In English in ttansiaikm. In any event, the Greek sfaD prevail. 

For uy forrtor bifpnnathia and for tbc CmtWentM Qffcrim; M wra t u dnm, Infercaed parries may apply to: 

a) CREEK EXTORTS SA.17 FPM|tbtJak» Street I Lit flour), Atteu, Green. ■ftMJM-JMJUl - 1 15 Fk«a 

bl ETBA SA. Danurau of Hnldbqp, 87 Svngiw Art 4Ui Booc Athens, Greece, ThL S29J4U. 


Halifax Building 
Society bolsters 
its capital base 


FINANCIAL TIMES WEDNESDAY MARCH 22 1993 

I 

LEX COMMENT 

Prudentiafbacktracks 


By John Gapper, 

Banking Editor 

Halifax Building Society may 
issue a large tranche of subor- 
dinated debt to bolster its capi- 
tal We in the flotation, which 
is due to follow its merger with 
Leeds Permanent. Halifax has 
informally consulted the Bank 
of England over whether it 
could issue subordinated debt 
rather than raising fresh 
equity on flotation. Abbey 
National, the former society, 
raised £975m of new equity 
when it converted in 1989. 

Halifax is likely to have to 
raise extra capital, although it 
has a very strong ratio of 
equity capital to assets. This is 
because It may have to set 
aside up to half of its reserves 
to protect savers' funds as part 
of a flotation. 

The need to set aside capital 
meant that Abbey National 
had to sell shares to members 
on conversion in addition to 
i Raring free shares. Halifax and 
Leeds’ plan to issue free shares 
to members is currently being 
tested in court. 

Mr Jon Foulds, Halifax chair- 
man. said at the society's pre- 
sentation of results for 1994. it 
had not yet decided how to 
adjust its capital base on con- 
version. expected in about two 


years. Mr Foulds said that 
Halifax’s general reserves of 
£*Ubn, and tier 1 ratio of core 
capital to risk-weighted assets 
of 13.2 per cent, meant it was 
in a strong position to convert 
without subsequently having 
to raise equity. 

Halifax disclosed a 13 per 
cent rise in 1994 pre-tax profits 
from £86Gm to £975m. Income 
was flat at £l.SSbn (£iA8bn). 
and profits before provisions 
fell by 2 per cent from £i.i4bn 
to fl.llbn. 

The results were raised by a 
49 per cent fall in provisions 
for bad and doubtful debts 
from £271m to £137tn- The lat- 
ter figure includes a £49m pro- 
vision for funds transferred to 
its own mortgage indemnity 
insurance subsidiary. 

Mr Foulds said Halifax 
expected that 1995 was going to 
be "another flat year in the 
housing market”. He said that 
it was looking forward to a 
recovery in housing demand in 
1996 and “perhaps even more 
strongly in 1997“. 

The society had net lending 
of £3.6bn, or 19 per cent of the 
UK mortgage lending market, 
while retail savings balances 
rose by EL2bn, mainly because 
of capitalised interest. 

Total assets rose by 7.5 per 
cent from £67^hn to £72^bn. 


The significance of the Prudential's new 
provision for pensions mis-selling lies not so 
much in its as yet undisclosed size but in the 
fact that it has been made at alL The Pru is 
backtracking, ever so gentfy, from the confron- 
tational approach to regulatory issuesfoflowed 
by Mr Mick Newmarth. the group's former 
chief executive. 

The mere acknowledgment that some com- 
pensation will have to be made signals the 
Pru's desire to return to the establishment 
fold. Further evidence of this is the relatively 
ungenerous pay package awarded to Mr Peter 
Davis, the new chief executive, and the 
planned move from three-year rolling con- 
tracts to 18-raonth contracts for the rest of the 
board 

The Pro will find it easier to take the lead on 
issues such as regulation and executive pay if 
its own conduct in these areas is exemplary 
and uncontroversial. Shareholders also Stand 
to benefit as the management refocuses its 
energies on running the business. 

Not that Mr Newmarch neglected sharehold- 
ers' interests: under his management the com- 
pany enhanced its position as the strongest of 
the UK’s life companies. This is partly due to 


Prudential 


1.5 


L4 



,s VfW 

Source; DaJasfowm 


94 OS 


restructuring in the OK, but divmiflcation in 
the US and Asia has also helped ensure that 
the Pru is the UK life company most able to to 
sustain high dividend payments in the future. 
Davis's task will be to make further efficiency 
gains In the maturing UK market white devel- 
oping growth opportunities abroad, perhaps to 
continental Europe as well as Asia and tbs US. 


Nigeria costs limit 
Paterson Zochonis 


BSG advances by 43% 
and sees further growth 


BSG International, the West 
Midlands group with interests 
in motor and aviation compo- 
nents, childcare products and 
vehicle distribution, yesterday 
announced sharply increased 
pre-tax profits and indicated 
further growth this year, 
writes Paul Cheeseright 
Profits for 1994 jumped 43 
per cent to £l5.1m ($25m). 
Recovery gathered pace in the 
second half of the year when 
operating profits reached 
Ei9-im , compared with CL2m 
in the 1993 second half 


Trading in the first two 
months of the current year was 
“well ahead” of last year. 

Britax’s automotive business 
increased sales, helped by new 
contributions from US manu- 
facturing of mirrors, and 
pushed margins from 2.1 per 
cent to 4.1 per cent. 

Losses on the division's air- 
craft components business, 
affected by production cut- 
backs of Boeing, the US air- 
craft maker, have been reduced 
and profitability is expected to 
return this year. 


By Peggy Hoifinger 

Paterson Zochonis, the 
toiletries and detergents com- 
pany, yesterday warned that 
sharply higher import costs to 
its Nigerian businesses would 
hold back profits this year. 

The shares fell lap to 407p as 
the former plantations com- 
pany and manufacturer of Cus- 
sons Imperial Leather soap 
issued the warning and 
unveiled first half profits down 
by 18 per cent to £11.2m 
t£13.6m». 

Mr Alan Whittaker, finance 
director, said the Nigerian gov- 
ernment's decision to restrict 
commercial purchases of for- 
eign currency to the secondary 
market meant that the com- 
pany was paying four times 
last year's rate for dollars. 

In 1993 the group had suf- 
fered from the government's 
decision to transmit all pur- 
chases of foreign currencies 
through the central bank, 
which had limited supplies. 

He defended the company’s 


determination to remain to the 
highly volatile economic envi- 
ronment of Nigeria. The com- 
pany produces more soap and 
detergent there than it does in 
the UK “It is a very important 
market far us and it is profit- 
able," he said “We believe it is 
worth hanging on because we 
believe that Nigeria's problems 
ran be managed." 

The other businesses had 
performed satisfactorily. Mr 
Whittaker said. Cussons UK 
hail regained the market share 
lost when Lever Brothers 
launched its Dove brand. The 
soap business in Poland was 
increasing market share, as 
was the edible oils business in 
Greece. 

The company planned to 
invest £35m in new factories in 
Poland and Greece to meet 
additional demand. 

Mr Whittaker said the com- 
pany, which is sitting on net 
cash of £108m. would be 
looking to expand in eastern 
Europe and the Pacific region 
through acquisitions. 


Warehouse clubs experiment ends 


By Dandd Blackwell 

Nurdto & Peacock, the cash and carry 
operator which helped pioneer US-style 
warehouse clubs in the UK is quitting the 
business after just one year. Its three 
Cargo Club warehouses, the first of which 
opened last March in Croydon, have been 
sold for £45m cash to J Sainsbury, 
Britain’s largest grocery chain. 

Sainsbury plans to sell the Croydon site. 


set up a superstore on the Bristol site, and 
turn West Midlands site into Savacentre. 
Mr Chris Leaver, Sainsbury' s director of 
corporate communications, said it had 
bought the three for their locations, and 
would be spending £20m on the two new 
stores. 

Analysts said it was doubtful whether 
warehouse clubs, which sell goods at low 
prices to card-carrying members were 
workable in the UK 


The sale leaves just one significant UK 
operator, Costco Europe, which is 60 per 
cent owned by PriceCostco, the largest US 
warehouse group. 

Changes to UK planning laws, making It 
more difficult to develop green field sites, 
had also raised the capital cost of expand- 
ing the chain. 

Nurdto was paid £35m with a further 
£10m on vacant possession of the sites,, 
which are on the books at £3im. 


£70.6m German purchase for Vinten 


By Christopher Price 

Vinten, the international 
manufacturer and supplier of 
broadcast, photographic and 
surveillance products, yester- 
day strengthened its grip on 
the broadcast equipment mar- 
ket, paying £70.6m for the Ger- 
man manufacturer Sachtler, its 
biggest competitor. 

The group also reported a 
fourfold rise in 1994 pre-tax 
profits from £4 ,21m to £20.lm. 
although the previous year’s 
figure was depressed by a 
£10. 4m exceptional charge. 

The purchase of Sachtler 
comes just one week after Vin- 
ten paid Sl3.7m (£8.5m) for 
BERC, which operates in the 


RESULTS 


US professional video rental 
business anr? was also one of 
Vinten 's main competitors. 

Vinten is to raise £33m via a 
placing or 6.9m shares at 49Qp 
each with an open offer to 
existing shareholders on a 
l-for-6 basis. The balance of the 
Sachtler and BERC deals will 
be paid for in cash. Vinten 
shares closed up 7p at 513p. 

Mr Malcolm Baggott, chief 
executive, said the latest 
results were underpinned by 
strong recovery across the 
group's markets. 

Net debt of £U.4m at the end 
or 1993 was transformed to a 
cash balance of £8.5m last 
December. However, the flurry 
of recent deals has pushed the 
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group £39m into debt. 

The photographic division, 
which includes first full-year 
contributions from Bogen and 
Ain, saw sales rise 19 per cent 
to £44. 4m, while operating prof- 
its increased 40 per cent to 
£li.9m. Broadcast profits 
advanced 44 per cent to £6.5m 
on sales 7 per cent ahead at 
£35.Bm. 

Surveillance equipment sales 
slipped 10 per cent to £18.1m, 
with profits retreating 20 per 
cent to E2-3H1- 

Sachtler, which specialises in 
video and film camera sup- 
ports lighting and suspension 
equipment, made pre-tax prof- 
its of DMl2.5m (£5.4m) on sales 
of DM4ti.9m in 1994. • 
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Malcolm Baggott: recovery 
across all group's markets 
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Menzies 
pays £25m 
for 37% of 
Funsoft 

. 

John Menzies, the newspaper 
wholesaler and retailer, is 
expanding in the CD-Rom soft- 
ware market with the acquisi- 
tion of a 37 per cent stake in 
German-based Fnnsoft for up 
to £24-9m (540m) cash, writes 
David Wighian. 

It mil have an option to boy 
a further 14 per cent of Fun- 
soft, Germany’s leading dis- 
tributor and publisher of 
CD-Rom and other multimedia 
software. 

Menzies already has some 
l involvement in the UK 
CD-Rom market through its 
i Total Home Entertainment 
division, which distributes 
videos, audio, books and com- 
puter software. 

In the year to December 
; 1993 Funsoft made a pre-tax 

! profit of DM7.6m and has 
i since shown “slgmficanr 
i growth. Menzies said the deal 
would enhance its earnings. 

Peek rises 32% 

■ Peek, the traffic and field data 
systems, group, showed the 
benefits of investment in new 
products by reporting a 32 per 
cent rise tn profits for 1994, 
writes Geoff Dyer. 

The group, which acquired 
ffie traffic operations of GEC- 
Mareoni for £4m in February, 
improved the pre-tax line by 
32 per cent to ElOJbn (317m) 
on turnover 31 per cent higher 
at £13iJ8m. 

Profits from the field data 
division, which makes mea- 
surement products and com- 
puters, more than doubled to 
£4.43m on sales of £42.Im. 

Mr Allen Standley, chief 
executive, said that 35 per cent 
of expected sales of measure- 
ment products this year were 
for Items that had not been 
invented in 1993. 

The traffic division, which 
accounts for 68 per cent Of 
turnover, recorded flat profits 
of £7. 13m despite higher sales 
of £89.7m. 

Net cash was £8. 9m. Mr 
Standley said the priority 
for acquisitions would be 
producers of measurement 
instruments, particularly in 
the US. 

Monument Oil sale 

Monument Oil & Gas is selling 
its wholly owned Australian 
subsidiary to the newly 
formed Novus Petroleum for 
$41. 5m. The sale includes Mon- 
ument's 12,5 per emit stake in 
the Harriet oil field in Austra- 
lia. It also includes part of the 
group’s shares in fields in 
Laos, Malaysia and Thailand. 

The sale is conditional on 
tfae successful flotation of 
Novas on the Australian stock 
exchange. 

US boost for Hydro 

Turnover at Hydro Interna- 
tional, the storm water control 
and sewage treatment com- 
pany which went public late 
test year, boosted by contracts 
from the city of Columbus, 
Georgia, for two large storm 
water treatment systems. 

Hydro said evaluation of tfae 
Columbus project ami trials in 
New York, Seattle and Detroit 
were expected to form the 
basis for substantial future 
orders, but it does not expect 
w»y big US contracts to be 
reflected in thi«i year’s results. 

Hnnterprint buy 

Hunterprint, the printer res- 
CTed toy Quebecor Printing of 
Canaita in December, is paying 
Associated Newspapers a total 
of £24m for a newly equipped 
printing plant where it will 
Produce supplements and mag- 
Stines for Associated under a 
five year contract. Hunterprint 
sold the factory, which Is dose 
«> Its main plant in Corby, 
Northamptonshire, to Associ- 
ated last year. 
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Japan’s coking coal price 
round coming to a head 

R» flo i _ 


COMMODITIES AND AGRICULTURE 


By Gerard Mcdoskey 

5J2S'S t a . nd Protracted 
m^otiations to set coking coal 
pnces and volumes for the Jan. 
anese market are coming to a 
head tois week with the arrival 
in Tokyo of the main Cwinirtfo n 
and Australian suppliers. 

Pacing talks have now 
stretched over more than three 
months with no settlements 
put m place with the all-impor- 
tant Australian suppliers who 
dominate the Japanese, indeed 
the whole Asian, market. 

Some tentative prices have 
been agreed with Canadian 
suppliers irises of *2.85 and 
$3.85 to $48.30 and $49.30 a 
tonne, fob Western Canadian 
ports) but these are conditional 
on the Australian producers 
accepting the Canadian prices 
as benchmarks. 

The Australian producers, 
however, in a unique anH pow- 
erful alliance with the Austra- 
lian mining unions are strivi ng 
to recover from last year’s 


heavy price cuts. 

The dam broke last week 
when one of the US suppliers. 
Peabody, eventually agreed a 
settlement with a number of 
the Japanese mills. As is the 
custom in the Japanese mar- 
ket, it won a big tonnage 
increase. Its price increase 
appears at first sight to he 
$4.98, but allowing for an eas- 
ing of quality restrictions, 
which lifts sulphur and ash 
content, it looks more like 
$5.43. 

Such a rise may tempt the 
Australians, who are seeking 
an increase of more fh»™ $5. 
But Nippon steel, leading Japa- 
nese negotiator for the Austra- 
lian supplies, wants to restrict 
rises to the $3.85 by which 
prices fell last year. For the 
Australians and Canadians the 
new Peabody price, at $49.30 a 
tonne, represents precisely 
that 

A more complex ploy linking 
the Peabody price to that at 
which the US’s Pittston sup- 


plied last year, may mean that 
the Japanese wish to claim the 
rise Is around S4. But the ocean 
freight charges from the US 
are much lower than those 
from Australia and the coal 
qualities are radically different 
- the Australian coals have 
much lower sulphur levels. 

The Nippon Steel negotiators 
are becoming aware that they 
are seeking to set a market 
against a background of 
extreme shortages of coking 
coal ' 

The two big Indian import- 
ers, the Steel Authority of 
India and V iaalch ft p jUrifl p i who 
have traditionally tendered for 
their coal supplies rather than 
buying by contract, have sud- 
denly found that tendering on 
a tight market is very different 
from on the over-supplied mar- 
ket of the last few years. 
Instead of being offered coal at 
a discount to the Japanese 
price, both have seen rises of 
more than $10 in the last two 
tenders. 


Quebec smelter plan ‘only shelved’ 


By Kenneth Gooding, 

Mining Correspondent 

Partners in the Alouette 
aluminium smelter in Quebec 
have not given up hope of dou- 
bling its capacity from the 
present 215.000 tonnes a year 
even though they have decided 
not to proceed immediately 
with the C$1 bn project. 

Hydro Quebec gave the part- 
ners until Mar ch 31 to malm up 
their minds The utility sup- 
plies power to Alouette under a 
25-year, low-cost, risk and prof- 
it-sharing contract. This also 
would have covered the expan- 
sion. - 

Originally the five partners 
had to decide by the end of 
1994 whether they would 
increase capacity but Hydro 
granted an three-month exten- 
sion as long as the consortium 
put up a C$5m bond with the 
Quebec government The gov- 
ernment will now keep this 

The partners in Alouette are 


COMMODITIES PRICES 


VAW Aluminium of Germany, 
also is the operator Hoogovens 
of the Netherlands; Austria 
Metall; a joint venture between 
Kobe Steel and Marubeni of 
Japan; and SGF (Socidtt Gfinfir- 
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ale de Financement), the Que- 
bec-based industrial agency. 

The smelter, about S50km 
north-east of Montreal on the 
north shore of the month of 
the St Lawrence river, was 
brought into production in 1992 
at a cost of nearly C$1.4bn. It is 
one of the lowest-cost and 
least-polluting is the world. 

It is understood that only 
two of the partners - the Japa- 
nese joint venture and SGF - 


were in favour of increasing 
capacity immediately. The oth- 
ers felt there were too many 
outstanding issues to be set- 
tled, such as financing and 
future municipal taxes. 

Nevertheless, u all the owners 
want to expand the smelter at 
some stage because it will 
reduce the cost per tonne," 
said Mr Karl Wobbe, the VAW 
board member responsible for 
aluminium operations. "It is 
not gone for ever but it is diffi- 
cult to say when the expansion 
will go ahead.” He said VAW 
Itself would not need more 
metal supplies for three or four 
years. It would take two and a 
half years to bring the new 
capacity into operation. 

VAWs management contract 
lasts until 1997. 

Alouette was among several 
projects that cost a total of 
nearly C$4bn and boosted Can- 
ada’s primary al uminium 
capacity 1991 and 1992 by 47 
per cent to about 2m tonnes. 


Papua New Guinea to float resource group shares 


By NMd Taft in Sydrny 

The Papua New Guinea 
government is planning to 
float shares in the country^ 
Mineral Resources Develop- 
ment Company, which holds 
around US$ibn-worth of gov- 
ernment interests in PNG 
resource projects, on a public 
stock exchange before the end 
Of 1996. 

It is also lifting the royalty 
rate on resource projects from 
L25 per cent to 2 per cent, and 
insisting that future mining 
and petroleum developments 
set aside a tnfnimnm equity 
interest to be given free to 
local landowners - announce- 
merits which brought immedi- 
ate criticism from Australian 
mining companies with inter- 
ests in the country. 

Sir Julius Chan, PNG's 
prime minister, announced the 
MKDC decision on Monday in 
Sydney, where he was opening 
a two-day conference on min- 
ing and resource development 
He said that it would "nice” if 


the float could take place on a 
PNG stock exchange, text made 
no commitment to having a 

aypfrangp up and r unning 

in time. The float, he 
suggested, would probably take 
place “towards the end of the 
year". 

Sir Julius said that funds 
raised in the float would be 
used to "assist in minimising 
remaining debts in Ok Tedi, 
Misima and Kutubu" and 
provide future working capital. 

Ok Tedi is the large copper 
rpine ■munagpd by Australia’s 
BHP in the Highlands region, 
while Mislma is a gold mine on 
Minima Tgiapri , east of main- 
land PNG, managed by Placer 
Pacific of the US. Kutubu, an 
onshore oil project run by 
France's Chevron, started 
operations in 1992. Govern- 
ment officials yesterday put 
the value of MRDC's assets - 
which also imdnda a stake in 
large Porgera gold mine - at 
about USgLbn. 

Sir Julius said that, “from 
this point on. MRDC will the 


only vehicle for holding future 
state equity involvement in 
projects". He did not specify 
which exchanges outside PNG 
might be used If a local stock- 
market had not been estab- 
lished in time, but the Austra- 
lian Stock Exchange would be 
an obvious possibility. 

Suggestions that the PNG 
government would seek to 
raise funds from the sale of its 
resource interests surfaced late 
last year, when the country 
fiy»ed a rasl) cr unch. At tTutf 
stage, the idea of selling shares 
in individual projects was 
mooted, but Sir Julius made 
dear on Monday that that had 
now been ruled out. Although 
he did not specify reasons, 
such a move could have cre- 
ated more problems with pri- 
vate sector joint venture part- 
ners than the float of a 
minority interest, say. in a 
holding company like MRDC. 

Separately, Sir Julius 
announced some key changes 
to the country's mining invest- 
ment regime. He Baid that roy- 


alties were to be increased 
from L25 per cent, to 2 per 
cent, although additional royal- 
ties payment due in a particu- 
lar tax year would be "consid- 
ered as tax paid for that 
financial year". Conversely, 
the tax rate for mining leases 
in gmaTi and medium-shred pro- 
jects will be cut from 35 to 25 
per cent A tax credit scheme 
and support grants will also be 
extended to small and medium- 

Sized m iT ” n g MTmpani«. 

And the prime minister said 
the future projects would be 
required to make a "free" 
share available to local land- 
owners. "In mining develop- 
ments. . . a 5 per cent share of 
the government's 30 per cent 
will be given free to the land- 
owners, and paid for by every- 
body. that is the consortium of 
developers, while on Petroleum 
Development Licence projects, 
the figure shall be 2 per cent”. 

Within hours of his 
announcement, Mr Lawrie 
Reinertson, Placer Pacific's 
managing director, expressed 


misgivings about the changes. 
Mr Reinertson told the confer- 
ence that "the increase to 2 per 
cent (in the royalty rate). . . is 
regarded as excessive and 
Invidious", and said he was 
concerned about the introduc- 
tion of oncost equity for land- 
owners. 

However, Mr Geoff Loudon, 
chairman of Niugini Mining, 
one of th e partners in the large 
Llhir gold project, said he 
believed the impact on that 
project would be small. He 
added that, once in that partic- 
ular case the royalties would 
flow to T.fhfrrpng or the provin- 
cial government. “I'm pleased 
about it". 

• PNG officials yesterday 
released a draft policy paper on 
a new natural gas development 
regime. Among the recommen- 
dations, which are open for 
industry comment, is a tax rate 
for the down stream gas sector 
of 25 per cent, rather than 50 
per cent, although tax will 
remain at the higher level for 
the upstream sector. 


Government ‘cannot afford’ Porgera gold mine stake 


By NHck) Tait 

The Papua New Guinea 
government yesterday gave 
further indications that it may 
not take up the additional 15 
per cent of the equity in the 
large Porgera gold mine that it 
negotiated to buy two years 
ago. The deal was struck with 
the three private sector joint 
venture partners in the project 
- Placer Pacific, Highlands 


Gold, and Renison Gold Fields. 

Mr Chris Haiveta. PNG’s 
finance minister, said in Syd- 
ney yesterday that the govern- 
ment - known to be cash- 
strapped - lacked the 
resources to fund the purchase. 
"We still don’t have the money 
to pay for it now, and I have 
not budgeted for it,” he said. 

Earlier Mr John Glheno, the 
country's mining and petro- 
leum minister, gave similar. 


message to delegates at a PNG 
investment conference in Syd- 
ney. 

He said the previous PNG 
government's decision to lift 
its stake in Porgera from 10 per 
cent to 25 per cent would be 
reviewed later this year and a 
final decision ma d * > in 1995. 

The lifting of the Porgera 
stake has been highly conten- 
tious, and a major reason for 
the poor reputation PNG has 


among mining industry inves- 
tors, despite its considerable 
mineral wealth. The previous 
government, under prime min- 
ister Paias Wingti. claimed 
that the private sector partners 
had misled it over the richness 
of the mine, and accordingly 
claimed a larger stake. Eventu- 
ally, it was agreed that the 
government would buy an 
additional 5 per cent freon each, 
of the partners, for around 


Kl40m (US$118). 

However, the deal was not 
completed, and late last year. 
Sir Julius Chan, the new prime 
minister, indicated that it 
might never be. 

Yesterday, Mr Haiveta prom- 
ised a more consistent policy; 
"We most certainly don't 
believe in shifting the goal- 
posts half way through the 
game, as occured with the Por- 
gera equity," he said. 


Ghana fails in attempt to join Europe’s banana bunch 


By James Harding 

Ghana's attempt to become a 
banana exporter has become 
die latest victim of Europe’s 
fiercely contested banana 
regime. 

Although Ghana is one of 
the African, Caribbean and 
Pacific countries with whom 
the ETU has a preferential 
access agreement, as a new 
entrant to the banana trade it 
has been farced to negotiate a 
special quota for its {traduce. 


Officials in Brussels yester- 
day in dicate d that G hana had 
not secured, for this year at 
least, the quota for 10.000 
tonnes Imports into the EU, 
forcing it to “sell elsewhere or 
wait another year”. 

The EU banana import pol- 
icy has been condemned by a 
disputes pana? of the General 
Agreement on Tariffs and 
Trade and is the focus of a 
trade practices investigation 
by the US. 

Officials from Ghana negoti- 


ating with the European Com- 
mission believe the obstacle to 
a quota agreement lies with 
French interests keen to pro- 
tect the banana exporters of 
francophone Africa. 

"The French have big mar- 
kets for bananas from franco- 
phone countries, such as the 
Ivory Coast, Cameroon and 
Benin. Banana exporters there 
are not African companies but 
French companies, so if you 
want to disturb the market 
share you have to expect a bit 


of a struggle,” one official at 
the Ghana trade commission in 
London said yesterday. 

European officials say the 
agreement with the ACP coun- 
tries to supply 90,000 tonnes of 
harianas agreed at the begin- 
ning of the month sets out quo- 
tas by countries and leaves 
5,000 tonnes capacity for new 
suppliers from the region. 
"Ghana will have to fight for a 
share of that 5.000", a Brussels 
official said yesterday. 

The banana problem rame as 


a surprise to the government 
of Ghana, the world's third 
largest cocoa producer, when a 
company that had traditionally 
been selling to the domestic 
market decided to turn its 
hand to exports. 

Volta River Estates is the 
sole producer of exportable 
bananas from Ghana, but Gha- 
naian officials believe the com- 
pany would easily fulfil a 
10.000 tonne quota and would 
hope to expand on that volume 
once established in Europe. 
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■ WHEAT C8T (S.DQObu min: cants/B0Q> bushel) ■ COCOA CSCE (10 tomes: S/tormea} 


MEAT AND LIVESTOCK 


to* 



Sett 

OwV 


op* 


mt 

Vd 


prica ( 

Etenon 

Hgb 

l« M W 


as 

3 

Hm 

963 

-24 

981 

974 2525 24 

*pr 

1.900 

147 

«*»T 

967 

-26 

931 

967 20,567 5.161 

On 

462 

21 

JM 

97B 

-24 

1000 

97B. 12505 990 

Mg 

311 

B4 

S«P 

986 

•24 

1010 

985 12^05 542 

Oct 

2,404 

102 

On 

iotn 

-18 

1015 

999 14.883 828 

ON 

540 

82 

Bar 

1019 

-11 

1027 

1015 17515 2,108 

Feb 

SRI 

421 

TOM 




MjEM1IUZ7 

Totd 


Sett Deft 
pries cringe Wgb 


Open 

tat 


62300 40850 61500 62800 6,734 
63.600 - 63875 63800 5.155 

65325 +0.125 65800 65.150 2.170 
68300 +0.150 68400 68125 1148 
79866 

■ LIVE HOGS CME (JO.OOOfaa; cents/fae) 


Vd 

11212 

*185 

1865 

1236 

204 

248 

21,208 


Star 

18*65 

-155 

16750 

16650 

20 

7 

tei 

16755 

-155 

16*60 

16750 

7.103 

1.570 

S* 

16*00 

-155 17150 17050 

476 

14 

OK 

18*00 

-US 

17150 

17150 

«3 

* 

Trial 





7532 

1587 

■ 8B-V&I COMEX {100 Troy ol; Certa/troy az.) 

IMr 

4575 

-05 

4675 

487.0 

■ 66 

9 

AW 

45*5 

-*5 

- 

- 

1 

- 

Hm 

46*5 

-0.7 

*745 

46*0 64,466 

6533 

M 

4655 

-95 

47B5 

46S5 14.775 

338 

■fit 

47*7 

-*0 

4825 

472.0 11546 

6 

D« 

47*4 

-1*0 

4B2.0 

47*5 

16591 

22 


Mar 353/0 -50) 353/0 3524) 127 54 

May 351/2 -4/2 356/4 351/0 25,371 0.888 

Jd 340/4 -3/2 344/6 338/4 24.141 13872 

Sap 3454) -4/D 3504) 344/8 3887 881 

Dee 35&U -a? 360/5 356» 1464 856 

Mar 3828) -VA 364/4 3624) 24 1 

total 5*330 24,707 

■ MAIZE CBT ffJOObt/min; oent&/5Bb bushel) 

Mar 2*8/4 +0/6 241/0 239/4 1,738 1873 

Hay 245/5 -0A 247/D 245/2112J05 18858 

M 251/4 -1/2 253/2 251/0 107894 7861 

Sap 255/4 -2/0 257/2 255/2 20888 801 

Dec 259/0 -2/2 2606 2580) 81831 8.138 

Mar 265/0 -272 268/6 264/4 8800 574 

Total 34*984 34368 

■ BARLEY LCE (£ per tonne) 


May 


Dec 


1328 

-28 

1347 

1318 35.702 2554 

Apr 

40575 

-*125 4*800 4*100 

0220 

2575 

1340 

-27 

1388 

1338 12502 

535 

Jkri 

4*025 

-0225 47575 4*725 14£W 


1367 

-28 

1383 

1361 8506 

33 

Am 

45575 

-*325 45500 45J00 

*440 

718 

1386 

*Z7 

1404 

1383 5518 

30 

oet 

42250 

- 42425 42025 

2450 

400 

1406 

-26 

1421 

1403 *057 

21 

Dec 

42560 

-0200 42850 42500 

2508 

154 

1416 

-26 

- 

- 4508 

- 

Ftas 

42.750 

-*150 42800 42750 

906 

a 




■0562 *573 

Total 



32940 

*7» 


May 
total 

■ COCOA (fCCOHSOffsAomej 


a PORK BBJJES CME {40,0008m; cmta/ttM$ 


Mw 20 

Italy — 


M COFFEE LCE (S/torew) 


Men Pm. Ay 
, gGOJS 95685 


total 


13*730 7814 


tan 

10750 

•150 10650 

10750 

25 

22 

•fay 

10850 

•*50 

- 

156 

- 

Sap 

10*50 

+*30 10*50 

10050 

102 

8 

tax 

101.70 

-055 10250 

101.70 

487 

as 

JM 

1(080 

-040 10425 

10450 

103 

58 

Uar 

10565 

-060 

- 

106 


Total 




091 

112 


ENERGY 

■ CRUDE OB. NYMEX (41.000 US gate. S/band) 


M SOYABEANS C8T (KJtUu mta; certanift bustvQ 


dose 
Previous 
Hlgh/tow 
AM Official 
Kart) done 
Open mt 

Total daPy turnover 

m ZINC, apodal Mah wade (S per tonne) 


5530-40 

5400-600 

5600-800 

5560-80 


Price 


5620/5570 

Apr 

1*42 

5650-60 

5615-20 

“ay 

1137 


6500-600 

-tan 

1829 

20512 


M 

1*23 

4588 



1*10 


Mgh U* 


M 


16J2D 1*20 12810 *278 


Close 

1016-7 

1043-4 


1006-7 

1033-4 


1016 

1050/1040 

AM Offidel 

1016-7 

1043-3.5 

Knit) dose 


T 043-60 

Open bit. 

07,517 


Total dally turnover 

1B.241 


■ COPP31, pr»de A (5 per tonne) 



Sap 

TOM 


333855127.761 


■ CRUDE OB. IPE (VbaneO 


rious 
Mow 
Official 
ii dose 
m W. 


2S2S-4 
2893-900 2880-2 

g a w/ gas 2902/2882 

2838-40 2889-801 

2884-5 

227,557 


MM* 

MM Htab bar 


daty tummrer 32.513 

a IMS AM Official £S rain: 1-6825 

LME OorinB PS "rtae 18858 

Spot15745 3 ntNElJ»732 6 B#tcl8689 9 ffitelJSSI 

■ HH3H C fftADE COPPUt (COMEX) 

Open 

tat «W 

.10 +*10 13880 13900 *£83 407 

70 -085 137.70 18680 1897 38 

40 -055 135.40 13*30 Z3.1M *417 

10 -050 13*00 13100 683 4 

2D -0 80 13180 13020 *970 119 

35 -055 - 2 

. 4*636 7868 


PRECIOUS METALS 

■ LONDON BULLION MAMET 

(Prices auppBed ty N M ftomachOd) — 

GoktfTroyoz) S P*» E etjuta SFr eqdv 
OoS 382.70-38*10 

3SK* 38Z -:£§ L80 241510 444.313 

JSSX S 

Day's Hfch 38350-^.70 
Days Low 38250-382.70 
Previous close 38250-382.70 

:=E=3S K»=S 



IntaH 

Oafs 



OMn 



Price 

ttmga 

HW> 

Lwr 

tat 

Vol 

« far 

1*73 

-*06 

1*82 

i*n 

57485 10,104 

JM 

1*71 

-00* 

1*74 

1*63 

10511 

4.732 

Jol 

1*60 

■*04 

1*63 

1*55 

1BXI77 

1529 

teg 

1*58 

+*02 


its 

8.468 

557 

Bap 

1*50 

•*10 

1*50 

1*49 

4*31 

87 

OH 

1*47 

-*10 

1*47 

1*47 

3.112 

12 

ItaW 




12*503 2*000 

■ HEATING CHL NYMEX |42J)00 US gab; C/US gtfta.1 


Latest 

plica 

Oafs 

ctrangr 

Ugh 

low 

Opea 

tat 

Val 


Apr 45.70 -*12 4*05 4560 27,425 15594 

Mw 4*18 -0.12 4*40 4*10 28550 *158 

Job 4*70 -*10 4*90 4*70 14575 *357 

Jd 47.35 - 4750 4750 14,075 1558 

Any 4*20 +*15 4*20 4*10 *484 389 

SW) 4nns - - 4137 31 

Tdd 125511 2*681 

a gas oil re warn* 



Salt 

price 

Oafs 

change Kg& 

Lon 

Open 

ta 

W 

Apr 

14*50 

- 14*50 

14500 40,480 

5094 


14*50 

-*25 14*75 

14*00 

19238 

2,445 


14*25 

- 14*25 

145.75 

10251 

485 

Jri 

14*00 

-025 14*00 

14700 

6,703 

172 


14925 

-*50 14925 

149.75 

2,116 

48 

Stan 

151.75 

-025 

- 

2.143 

" 

Total 0*002 *235 

■ NATURAL CAS WMEK (1*000 msnBtiL-. S/mmBa) 


Latest 

price 

Oafs 

chBnae Hgh 

Lore 

Opae 

tat 

Vri 


Mir 

574/0 

-3/6 

577/4 

572/4 

726 

634 

■far 

582/6 

-40 

566/4 

581/2 5*295 1*122 

Jri 

593/4 

-40 

597/0 

532/2 49,401 

*5Z7 

/tag 

3STUQ 

-AID 

601/0 

59B/B 

*053 

37/ 

Sap 

Boon 

-4/0 

603/0 

599/0 

3587 

383 

Ho* 

606/5 

-4/4 

61*0 

605/4 

29.1B7 

4515 

Trim 




143,706 3*037 

■ SOYABEAN OIL CST (6D.00CB3S: cemsAb) 

Mar 

2*12 

+006 

aa« 

2704 

1971 

1121 

■far 

2*70 

- 

2*73 

2*45 32,498 11,358 

Jri 

2*77 

JM 

2*36 

2600 2*172 

3,810 

Ano 

2*06 

-0.07 

2*10 


7^7B 

B75 


25.79 

-*19 

2*95 


*012 

582 

Oct 

2*65 

-Q2Q 


2*55 

*651 

1JJ27 

Total 





93,186 22364 

■ SOYABEAN MEAL CST (100 Wts; $/ton) 


tasr 

1615 

-1J 

1643 

1817 

1,007 

1.232 

ttaf 

1870 

-2.1 

16*3 

16*5 3*155 1*161 

Jri 

1710 

■11 

1730 

1710 29078 

7JW 

Aug 

17*6 

-10 

1740 

1730 

7J44 

368 

S*P 

Ti*6 

-10 

1770 

17*3 

5288 

388 

Od 

17*9 

-io 

1702 

1760 

9,142 

238 

Tetri 




10*371 

22*12 

■ POTATOES LCE (E/tonrw) 




Apr 

ran 

+1.0 

ran 

29*0 

544 

14 

Hay 

341 S 

+60 

- 


82 

- 

tan 

yrni 


- 

- 

- 

- 

HM 

1050 

- 

- 

“ 

“ 

- 

Trial 





717 

22 

■ FREIGHT (B1FFEX) LCE (SIOAnttos DrinQ 


Uar 

2203 

-24 

2315 

2315 

360 

2 

Apr 

2273 

-42 

2325 

2280 

901 

73 

Hay 

2200 

-57 

2260 

2200 

939 

58 

Jri 

1943 

-47 

1990 

1990 

S22 

I 

Oct 

1930 

-15 

- 

- 

946 

* 

tan 

1073 

-32 

1990 

1890 

320 

5 

Tetri 

Gtose 

Pro* 



4*8 

139 

BH 

22*7 

2280 






(far 

3175 

-25 

3190 3175 

341 24 

May 

3078 

-27 

3137 3000 1*148 1020 

Jri 

3009 

-2B 

3067 3000 

9554 1,105 

Sap 

2962 

-39 

3020 2900 

8534 347 

Ha* 

2936 

-48 

3003 2935 

1.432 a 

tan 

2022 

-31 

2960 2960 

199 1 

Tetri 




065241*027 

■ cons YT CSCE (37^00fcw: cants/tos) 

Mar 

16550 

-160 

16550 16550 

110 34 

May 

171.45 

+195 

17250 16*30 

14,924 5,188 

Jri 

173JJ5 

+3.10 

17400 16715 

9500 2J214 

Sep 

17*50 

+*00 

17*00 168J5 

5579 1,115 

Doc 

17*40 

+410 

17*00 16970 

4579 806 

Mar 

174.00 

+325 

17450 17400 

700 182 

Total 




35567 *420 

■ COfFEE (ICO) (US cems/peund} 


Mar 20 



Price 

Pin*, day 

COmp. ctatajr 


. 15*02 

15353 

iSitayMrege — 


.16*20 

168.70 


Mar 

46575 

-1250 48200 4*225 

280 

58 

Mey 

47250 

-1250 48500 4*600 

55» 

1/428 

Jri 

47.475 

-1.125 46500 4*575 

1105 

823 

Aap 

44350 

-1550 4*000 44200 

433 

41 

Feb 

53550 

-0.400 Sion 51700 

132 

25 

Mar 

Tetri 

51500 

-0590 - 51500 

9 

*566 

S 

1175 


JOTTER PAD 


CROSSWORD 


LONDON TRADED OPTIONS 

Strike price S tonne — Cab Puts — 

M ALUNMUM 


No.8,7J7 Set by ALAUN 


M No7 PREMIUM RAW SUGAR LCE frena/lbifl 


May 

1474 

-0.12 

. 

- 

1.161 

- 

Jri 

1177 

- 

- 

- 

1380 

- 

Oct 

1156 

- 

- 

- 

- 

- 

Jan 

1*2S 

- 

- 

- 

- 

- 

Mar 

1355 

- 



2500 


Total 





*521 

- 

■ WHITE SUGAR LCE (S/tonnd 



May 

3775 

-44 

m3 

377.1 

11265 1550 

tea 

3010 

-10 

yarn 

36 16 

7090 

714 

Oct 

3312 

-19 

3375 

331 J 

3.484 

89 

Dae 

3215 

■13 

3Z75 

«n.n 

306 

00 

Mar 

31*0 

-13 

909 n 

3215 

775 

B2 

Ufa 

317A 

■41 

- 

- 

210 

- 

Tetri 





24,183 2225 

■ SUGAR 11' CSCE (HlDOObK centaflbaj 


M fa 

1355 

-0.16 

1452 

1359 67053 

7077 

Jri 

1102 

415 

1112 

1160 37593 

1743 

Oct 

1100 

406 

1237 

1123 3*961 

1503 

Star 

1256 

404 

1111 

1158 12032 

840 

Mfa 

1151 

404 

1155 

1151 

1474 

120 

tat 

11.62 

404 

1108 

1105 

3.740 

151 

Tetri 




16*33413,134 

■ COTTON NYCE (RUXXKn; cents/lba) 


Ufa 

10550 

+480 10*70 

10120 21418 *438 

Jill 

10120 

+100 

10120 

9950 

17,754 2038 

Oct 

8455 

+1.12 

B4.7Q 

812S 

7|406 

953 

Dee 

7*77 

+052 

7155 

7100 2*267 2008 

Mta 

7950 

+460 

7950 

7050 

*431 

372 

May 

7959 

+1.19 

8400 

7450 

986 

58 


(4*7%) LME 

tan 

Sep 

Jun 

Sep 

1700 „ 

130 

188 

60 

03 

1BOO. 

88 

138 

106 

140 

1900. 

52 

99 

170 

198 

a COPPER 
(Grade A) LME 

Jun 

Sep 

Jrii 

Sep 

2800 

131 

102 

42 

111 

2SO0 

76 

04 

B6 

169 

3000 

39 

- 

147 

- 

■ COFFEE LCE 

May 

Jri 

May 

Jri 

3000 — 

163 

2T2 

64 

20S 

3050. 

134 

193 

106 

234 

3100 

110 

175 

132 

266 

a COCOA LCE 

May 

taf 

May 

Jri 

975 

50 

30 

47 

22 

1000 — - 

39 

47 

81 

14 

1025 „ — - 

30 

68 

77 

a 

■ BRBNT CRUDE IPE 

Jui 

Oct 

Jri 

Oct 

1600 

96 

120 

35 

73 

1650 

67 

95 

56 

98 

1700 

45 

72 

84 

125 


told 815991*188 

H ORANGE JUICE NYCE (15.000'ba; centa/taa) 


LONDON SPOT MARKETS 

M CRUDE 06. FOB (per bafrat/May) +or- 

Dubal S1*20-6 l3Qz -002 

Brent Blend (datacD $16.72-8.76 +0.01 

Brent Blend (May) Sl6.74-6.7ftt 

W.T.L (1pm «t) $1*34-*3te -O.Q2 

■ CH L PRODUCTS NWEprempt deftwry Cff (tonne) 

Prentaan Gasoline SI 72-173 

Gas 09 $147-148 

Heavy Fuel 08 $100-101 -45 

Naplatta $172-173 -1.0 

Jet fuel $168-168 +0-5 

□toad $150-162 

Ptev+om Ague TtL London Pint 358 3792 

■ OTHER 



May 


1.490 -*030 1525 1.480 22576 17572 
t _ga -0036 1527 15» 27.103 11.720 


Jw 1541 -*021 1.867 1.640 13518 2589 

Jri 1.680 -O.Q22 153) 1575 12,795 2,748 

Aon 1590 -0520 1.7US 1505 12.718 1.4B2 

Ban 1702 -0522 1.715 1.700 11554 2,152 


Total 

a UNLEADB3 GASOLINE 

HVMBt (42500 US gate; tflJS gats) 


163,465 3*324 


4.41 


p/troy OZ. 
296-20 
30*05 
305.45 
31*70 
5 price 


384 00-336.60 
89-92 


US c® eqMv. 
46*75 
474.40 
481-85 
497.00 

£«**». 

844-247 

5669 


Latest Day's Open 

prica dome uw Id VW 

Ur 55.75 -*40 5*30 5550 20.430 853« 

Hay 5555 -*19 55. B0 55.40 23500 *245 

an 5145 -*10 5*65 5*35 *239 1,899 

jri 5*35 -0JJ5 55.40 5520 *226 1,295 

Add 5570 - - 3.380 191 

Sap 5 4JB - - - 14M 4 

Trial «o$ i*B6i 


Minor Metals 

European free market, from Metal Bulletin, S 
par fa in n-arsheus* unites othenwse stated 
Oast week's ta brackets, wtiere changed). Anti- 
mony; 99.6*>, S par tonne. 4,450-4,700 (4,500- 
4650). Bismuth; mm. 99.99%. tonne Iota 3.35- 
3.60 (3.40-3.60). Ca dmium: min. BB.596. 
125-140 (130-140) cents a pound. Cobalt: MB 
free market- 99.8%, 2*30- 29 JW (28-60-29.00); 
99.3%. 25.60-26.50 (26.30-27.00). Mercury? 
min. 99.99%. S per 76 ID flask, 135-150 
(130-150). Molybdenum: drummed mdybdfc 
owde, 1 3.25-14.25 (13.75-15.00). Selenium: 
rrtn 99.5%, 3.40-4.20 (3.40-4.35). Tungsten 
orm Htanaatd min. 65%, £ pw tonne unit 
(long) wo* at. 59-7* Vanadium: mm. 98%, 
erf. 4.SM.65 (4.60-4.501 UranlUtn: NUaxCO 
exchange value. 7.25. 


Ufa 

104.00 

-1J0 

1DGl5D 

10450 

12551 

1578 

Jri 

108.10 

-1.70 

11055 

108.10 

*331 

840 

sap 

11100 

-120 

11165 

11150 

434 

102 

Mm 

111.10 

-045 

11150 

11125 

1420 

331 

tan 

11250 

+030 

11250 

11150 

1532 

110 

Mar 

11450 

+050 

- 

- 

190 

11 

Trial 





2*803 1814 


VOLUME DATA 

Open Interest and Vataane dan shown for 
contracts traded on COMEX. NYMEX. CST. 
NYCE, CME. CSCE retd IPE Crude OS are one 
day ki arrears. 


INDICES 

M REUTERS (Base: 18/9/31=100) 


Mar 21 Mar 20 month ago year ago 
231*5 2313.0 2287.2 1821.2 

■ CRB Fumraa (Base: 1967*100) 

"Mar" 20 Mar 17 month ago year ego 
235.79 23543 


Odd (per troy oz& 
Slver (per tray az)f 
Platinum (par tray az.) 
Pafladum (per trey ozj 
Copper (US prod) 

Lead (US prod.) 

Til (Kuala Lumpw) 
ton (New York) 

C att le Qhre wei gh t) f 
Sheep (the welgMJtf 
Pigs (■<« wd d Wt 
Lon. day eugar (raw) 
Lon. day sugar (Me) 
Tala S Lyle export 
Barley (Eng. toed) 

Mates (US NoS Yatara) 
Wheel (US Doric North) 
Rubber (Ap«J¥ 
ftrfaber(MsHf 

Rubber (XL RSS Nol) 
Coconut 08 (PhB)S 
Ratal CM (Malay. J§ 
Copra (PW^S 
Soyabeans (US) 

Cotton Outtook'A’ fades 
Wooltope (64s Super) 


S3S2A) 
470J5QC 
$41*66 
SI 6*00 
144.0c 
41.75c 
1355m 
20150c 
12253p 
129.63p 
9*34p 
$357.10 
838*00 
£340.00 

Unq. 

£1414J 
El 865 
12250p 
12250p 
4625m 
$8225u 
$700. Qz 
S40B5U 
C173.0y 
110.75c 
5220 


+0.40 

+250 

+*40 

-155 


+0.05 

+150 

+157* 

+355* 

-*20r 

+*00 

+*00 

+4.00 


-125 

-75 

-35 

+35 

-150 


C per tonne utoM atheiwtoe aHa* p pancetag. c ceresAb. 
r ft»flps/lia m Mrirewi csmwfa uApoteyito. yuan' 
Afr. q May V London PtijateaL 5 OF H eUnilM V A BuBon 
motel dose. * Omp (Uw wtfgN pttcaaL * Ctwga on 
•eek t Pnfito are tar pmtaua day. 


ACROSS 

l It’s plain crazy for a moun- 
tain-climber (8) 

5 So-called tools (G) 

9 The conveyance of oxygen in 
parts of Hamburg (8) 

JO Jug in refrigerator (6) 

12 One member in scat reformed 
by Busy Lizzie (9) 

13 Epicure's opening a can to 
dine at borne (32) 

14 An infont born in a tree (4) 

16 Bore stopped besieging old 

city (7) 

19 Mad French caper (7) 

21 Bolt with bishop in Jag? (4) 

24 Plant for southern border (5) 

25 Puzzle with clues like this 
entertaining cheeky jerk, per- 
haps (9) 

27 A new leaf to appear recently 
(2.4) 

28 To embrace amorously in a 
boat is oki-fashianed (8) 

29 Frustrate stnnTI child getting 
out of bed (6) 

SO Adieu to remote town in Sur- 
rey (8) 

DOWN 

1 Although without a tail, bee 
settled outside (6) 

2 Eager exercises after concert 
<6> 

S Tennyson’s black bat is a 
flighty thing (5) 

4 Dignified sojourn without 
let-up (7) 


G Tested the German food (9) 

7 Tending to delay cover-up by 
a party-member (8) 

8 The night air? (8) 

11 Man, say? HI say! (4) 

IS Falsely teach unit to be genu- 
ine (9) 

17 Throwing of stones forthwith 
(8) 

18 Ducal oD- producer is Spanish 
leader (8) 

20 Pish for tea and start of din- 
ner C4) 

21 Repeatedly exclude a Shavian 
major (7) 

22 Light cattle - about five hun- 
dred and fifty (0) 

23 A bigwig too (2,4) 

26 Opportunity for a magnifying 
glass (5) 

Solution 8,726 


□HHaaHLda □□annei 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries move in line with the dollar 


By Usa Bransten bi Now York 
and Conner Middefanarei 
in London 

US Treasury prices were 
solidly tethered to the Cate of 
the dollar yesterday, as traders 
took advantage of price move- 
ments in bonds to cover short 
positions. 

At midday the benchmark 
30-year Treasury was up & at 
102-3 to yield 7.384 per cent At 
the short end of the market, 
the two-year note was 
unchanged at 100&, yielding 
6.663 per cent 

Early in the day, bonds Tell 
as the dollar retreated from 
late Monday levels ag ains t the 
D-Mark and the yen. By late 
morning, however, prices 
turned positive as the dollar 
approached its Monday levels 
against the yen and pushed 
higher against the D-Mark. 

Near midday, the dollar was 
changing hands at Y89.26 and 
DM2.4145 against Y89.31 and 
DM1.4030 late on Monday. 


Analy sts attributed some of 
the increases in the bond mar- 
ket to traders covering short 
positions while prices were 
lower. 

For most of last week, the 
market ignored the currency 
market and continued to rally 
despite the weakness in the 
dollar, which us ually has the 
effect of decreasing foreign 
demand for US securities. 

This week, however, there is 
little economic data fbir traders 
to watch, so more attention 
has been focused on the dollar. 

Although the Federal 
Reserve's Open Market Com- 
mittee will meet next Tuesday, 
little attention has been 
focused on the meeting 
because there is little dissen- 
sion from the consensus that 
the central bank will not 
change monetary policy. 

■ European government bonds 
had another quiet day, 
reflecting relative calm on the 
currency markets. 


Italy was the best performer, 
with bonds rising nearly VA 
points on the back of a firmer 
lira and the latest set of Infla- 
tion data. 

The City of Bologna released 
data indicating that consumer 
prices Increased by 4.8 to 4.9 
per cent on the year. Although 
the numbers were in line with 
most market expectations, they 
cheered those who had forecast 
a stronger rise. 

GOVERNMENT 
BONDS 

The Italian market got 
another boost whan Mr Silvio 
Berlusconi's party, Forza Italia, 
withdrew most of its amend- 
ments to prime minister Mr 
Lamberto Dint's mini-budget in 
the Senate, where the package 
is awaiting final approval 

Also propelling prices higher 
was the BTP futures contract's 
breach of several key technical 
resistance points. 


The June contract ended the 
day at 33.75, up 1.44. The yield 
spread of the 10-year Italian 
benchmark bond over its Ger- 
man counterpart narrowed by 
36 basis points to 634 points. 

■ UK gilts were boosted by 
sterling's continued recovery 
against the D-Mark, but deal- 
ers said flows were thin and 
that investors were on the side- 
lines waiting for the result of 
last night's House of Commons 
vote on the European Union’s 
Common Agricultural Policy. 

As expected, the Bank of 
England announced that next 
week's auction will be for £2bn 
of the 8 per cent gilt due 2015 . 
The June long gilt futures con- 
tract on Liffe rose V, to 103ft. 

B German bunds posted wmall 
gains in moderate turnover, 
supported by hopes of weak M3 
and inflation data, which are 
expected to be released this 
week. The June bund future on 
Liffe rose by 0.09 to 92.23. 


The Bundesbank published 
the government's issuance cal- 
endar for the second quarter, 
which features one 10 -year 
bond and one four-year note, 
both of which are to be issued 
in May. 

Bonn's decision not to issue 
more five-year notes before the 
expiry of the June Bobl future 
triggered a squeeze in the 
medium-term contract. 

The decision to issue a four- 
year bond rather than a five- 
year In May is a negative tec- 
tor in terms of market liquid- 
ity." said Mr Karl Haeling, 
head of Deutsche Bank's 
futures and options group. 

Mr Haeling warned that the 
lack of a predictable auction 
schedule from the German gov- 
ernment risks alienating inves- 
tors. particularly those from 
abroad. 

Moreover, “there is a danger 
that the Bobl contract will see 
a reduced status as a bench- 
mark of the five-year sector." 
he said. 


Securitised issue in sterling from Kuwait bank 


By Antonia Sharpe 

The United Bank of Kuwait 
raised £108.8m yesterday 
through an. ottering of boons 
backed by the bank’s commer- 
cial property loans in the UK 

Lead manager Goldman 
Sachs said this was the first 
securitisation by UBK and that 
it followed a s imilar deal by 
Bristol & West, the UK build- 
ing society, last December. 

INTERNATIONAL 

BONDS 

The bulk of UBK's offering - 
£91. 4m worth - was made up of 
bonds with a triple A rating 
issued via a special-purpose 
vehicle called Acres. They 
were sold to about a dozen UK 
accounts, Goldman said. The 
bonds were trading at their 
fixed re-offer price of 99 JO in 
the late afternoon. 


Securitisation - which 
enables banks to free up capi- 
tal - has been slow to take on 
In the UK but the larger clear- 
ing banks are thought to be 
interested, in securitising their 
commercial property loans in 
the near future. 

Elsewhere, the Kingdom of 
Belgium raised SFr200m 
through Its first public offering 
in the Swiss bond market. Pre- 
viously, legal constraints 
meant that Belgium was lim- 
ited to private placements. 

The seven-year bonds were 
trading at less 2.40. less 2-20. 
within fees, in the late after- 
noon. Belgium Is also believed 
to be considering a D-Mark 
eurobond issue. 

As expected, there was fur- 
ther eurodollar issuance, with 
Commerzbank raising $200m 
via an offering of four- year 
bonds. Trading in the issue 
was volatile after syndicate 
broke, with the spread widen- 


NEW INTERNATIOHAL BOND ISSUES 

Amount Coupon Brice Maturity Peas Spread Bookrunner 
Borrower m. K, 96 bp 

US DOLLARS 

Commerzbank Overawe fin.M 200 7.185 R99.B7S Apr. 1999 R0225 Commerzbank 

STERLING 

Acres No-lWtt 81.4 (d) R99.S0 Mht. 2005 F».3r5 > Goldman Sacha bill. 

Acres No. 1 (ett 12 ft R99.83 Mar 2005 RICO Goldman Sachs tori. 

SWISS FRANCS 

Kingdom of Batglun 200 525 102,875 May 2002 £.50 Credit Suisse 

ITALIAN LIRE * 

European lnv. Bankfe) 500bn 10. BO 97.94 Mar.1999 ISO - BCI/BNUJPM/San Paulo 

Bayerteche Hypo-Banfcft 225bn(cl 12,00 100.775 OcL1997 1,375 SBC 

Final terms, non-ctfatjfe unless stated. VMd spread (over relevant government Ooncfl at launch supplied by toad manager. *Unteted 
§Canvertble. (frWlth ecpity warrants, i Floating-rate note. tSon*- annual coupon. Ft fl»ed re-ofler price; lees shown td re-effv level, a) 
Long first coupon, bj Tranche of existing Ure750bn daef launched 7295. cj Amount includes LfrelSObn Issue fatnehed 7.3.95 0 
100.925. d) Tranche A of C1KL4m deal. Capable on every payment day at par once prmdpei amount outstanding has been lowered to 
1056. Coupon pays 3-month Libor + 20bp. a) Tranche B (M ezzani ne Notes; of Cl 03.4fTT deal. Can conditional on Tranche A Being 


Goldman Sacha uni. 
Goldman Sachs fmL 


Credit Suisse 


BCI/BNUJPM/San Paulo 
SBC 


callad. Coupon pays 3-month Libor + SObp. 


ing to 21 basis points over the 
interpolated yield curve from 
15 basis points, 

Commerzbank, which led the 
issue itself, said trading started 
in the high teens to deter syn- 
dicate members from immedi- 
ately selling back the bonds. 


However, the spread was 
expected to stabilise in the 
coming days. The bonds are 
aimed at German retail inves- 
tors who believe that the dollar 
is oversold. 

• Investec Bank, South 
Africa's sixth largest bank in 


Romania returns after . p 1 " 

15 -year self-imposed exile 


y 


By Antonia Sharpe 

After a self-imposed exile of 15 
years. Romania is returning to 
the international capital mar- 
ket with a syndicated loan of 
S75m- The one-year loan, which 
is being arranged by Citibank, 
marks an important step in the 
country's quest to become a 
free-market economy after 
decades of communist rule. 

Mr Vlad Soars, deputy gover- 
nor of the National Bank of 
Romania, the country's central 
bank, said yesterday that the 
main aim of the loan was to 
allow Romania to regain access 
to the international capital 
markets. 

“I believe that the Romanian 
banking system and the coun- 
try in general have paid for the 
financial errors made in the 
early 1980s, " Mr Soars said by 
telephone from Bucharest. “We 
want to become once again a 
partner in the international 
credit community.” 

In 1981, Romania was unable 
to finance a roll -over loan. 


which forced it into a 
default on its foreign debt. 
Although the debt was re- 
scheduled, the government, 

then under the control of the 
communist dictator Nicolae 
Ceausescu, repaid the entire 
debt in advance and then 
closed its doors to foreign eapi- 
tal 

SYNDICATED 

LOANS 

In recent years, however, 
Romania has borrowed money 
from the international Mone- 
tary Fund, the World Bank, the 
European Union and the Group 
of 24 leading industrial coun- 
tries. Its outstanding debt to 
these lenders stands at about 
$4bn. 

Citibank officials said 
Romania did not need to bor- 
row more money but it wanted 
to use the loan to establish a 
track record with western 
banks. 

"Romania is ready to come 


to market." said Mr David Gar- 
ner, Citibank's regional busi- 
ness manager for central and 
eastern Europe. “It is taking 
the necessary steps to change 
from a command economy to a 
market economy and it wants 
to be seen to be developing 
into a serious player." 

Romania is likely to pay an 
interest margin of around 275 
basis points over the London 
interbank offered rate (Libor) 
on the loan, which Citibank 
will start syndicating today. 

Citibank officials reported 
widespread interest in the deal, 
which they said reflected the 
current drive among commer- 
cial banks to find new credits. 

The proceeds of the loan wffl 
be used to boost Romania's for- 
eign exchange reserves. The 
country is also believed to be 
close to appointing a bank to 
steer it through the process of 
getting an international credit 
rating. An official rating would 
greatly enhance Romania’s 
attraction to international 
investors. 


CBoT to launch ‘green’ board 


terms of assets, has set up a 
$150m eurocommercial paper 
programme. Arranger and sole 
dealer Citibank said the pro- 
gramme was the first for a 
South African borrower. Inves- 
tec Is likely to pay interest of 
50 to GO basis points over Libor. 


By Laurie Morse in Chicago 

The Chicago Board of Trade 
expects to launch an electronic 
bulletin board for trading recy- 
clable commodities late this 
year. 

The Recycling Partnership, 
one of several CBoT experi- 
ments with green markets, 
received a S200.000 grant this 
week from the US Environmen- 
tal Protection Agency to sup- 
port the initiative. The group 
first announced plans for a 
centralised cash market in 
recyclables last year. 

The CBoT is seeking to build 
a transparent cash market in 
recyclable commodities as a 
precursor to futures and 
options markets in the prod- 
ucts. which include glass, alu- 
minium and plastic. 


The Recycling Partnership 
also includes the National 
Recycling Coalition’s Recycling 
Advisory Council, the Clean 
Washington Center, and the 
New York State Office of 
Recycling Market Develop- 
ment. 

With rapid growth of recycl- 
ing programmes in the last 
decade, sellers have been try- 
ing to find reliable markets for 
their materials, while manufac- 
turers which have made major 
investments to use recycled 
materials are struggling to find 
consistent high-quality sup- 
plies to feed their factories. 

The Recycling Partnership 
seeks to create a central 
marketplace to bring these 
buyers and sellers together. 

In another green market pro- 
gramme. the CBoT will host 


the third annual clean air 
allowance auction in Chicago 
on March 27. 

In this year's auction, which 
the CBoT conducts for the 
EPA, 2 2,306 sulphur dioxide 
emissions permits will he 
offered for sale by private utili- 
ties. They will only be sold if 
prices reach reserve levels des- 
ignated by the utilities. 

Another 175,000 emission 
allowances will be sold directly 
by the EPA These do not have 
reserve prices and will be sold 
to the highest bidder. 

At a similar auction held in 
1994, the government-offered 
allowances sold for as low as 
$150 each. At that auction, 
none of the privately-offered 
allowances were sold because 
prices did not move above 
reserve bid levels. 


*ORLD;BOND PRICES 


BENCHMARK GOVERNMENT BONDS 



Coupon 

Red 

Date 

Price 

Da/a 

change 

Weld 

Week 

ago 

Month 

ago 

Australia 

9.000 

09AM 

SC.B700 

+0.170 

iais 

laoa 

10.16 

Austria 

7.500 

Dl/05 

100.5700 

+ai30 

7^1 

7.56 

781 

Betgnim 

7.750 

UVD4 

98.1300 

-0.280 

8.03 

ais 

8.22 

Canada * 

9.000 

12/04 

1020500 

-0.050 

8.68 

857 

8.93 

Denmarit 

7.000 

12AM 

87.7700 

+4X320 

&33 

8.97 

B53 

Franca BTAN 

0.000 

05/98 

101.0900 

+0.050 

7.59 

7.60 

127 

OAT 

7.500 

04AJ5 

97.3400 

+4X540 

7J33 

002 

7.9S 

Germany Bund 

7375 

01/05 

101.5700 

-0040 

7.14 

737 

756 

Inland 

8J250 

10/04 

Bioom 

+0 050 

8.81 f 

asi 

a. 79 

Italy 

9300 

01/05 

802500 

+a580 

13.14 

1308 

11.85 

Japan No its 

4.800 

06 (99 

106.16*0 

- 

121 

3.47 

393 

No 174 

4.600 

09/04 

104.4120 

_ 

198 

4.10 

4.64 

Notfrertands 

7.750 

03/05 

103.0000 

+0.160 

7.31 

7.42 

7.52 

Portugal 

11.875 

02/05 

99.3000 

-0.050 

11.99 

11 .62 

11.65 

Spain 

10.000 

02/05 

86.9500 

+1.770 

1232 

1123 

11.40 

Sweden 

6.000 

02/05 

69.7370 

+0.457 

1122 

11.11 

10.68 

UK GUts 

8.000 

08/99 

91-20 

+4/32 

B.33 

8.44 

344 


8300 

12/05 

100-20 

+602 

8.41 

853 

0.48 


9JJ0O 

10/08 

104-21 

+7/32 

8.42 

8.52 

347 

US Treasury " 

7.500 

(C/05 

102-21 

-2/32 

7.12 

7.12 

754 


7.625 

02/25 

102-27 

-2/32 

739 

7.40 

7.68 

ECU (French Govt] 

6.000 

04/04 

85.0600 

-0.430 

8.41 

8.54 

338 
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BOND FUTURES AND OPTIONS 


France 

■ NOTIONAL FRENCH BONO FUTURES (MAT1F) 


■ BUND FUTURES OPTIONS (LIFFE) DM250,000 points of 100% 




FT-ACTU ARIES FIXED INTEREST INDICES 


Strike 

Price 

Apr 

May 

CALLS - 
Jun 

Sep 

Apr 

May 

PUTS 

jun 

Sep 

9200 

057 

0.75 

1.00 

1.14 

0.14 

0.52 

377 

1.41 

92SO 

0.13 

0.51 

37B 

051 

0.40 

0.78 

1.03 

1.B8 

9300 

0.03 

0.32 

055 

0.72 

050 

159 

1.32 

1.99 


Esl vd. (DM. Cab 1409 PUta 0732. Previous day’s open tau Cris 162045 Puta 146888 

Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BIR FUTURES 

lUPFET lira 200tn IQOths ol 10056 

Open Settprice Change high Low EsL vd Open im. 

Jun 82.00 93.76 -1.44 93.00 92X0 43678 51443 

Sep 33.05 +1.34 0 37 

■ ITALIAN QOVr. BOND (BTF) HJTURES OPTIONS (UFFtj UngOOn IQOttra of 100% 

Stoke CALLS PUTS 

Prtca Jun Sep Jun Sep 

9350 2.06 2.70 1.01 3.15 

9400 1.80 2A8 2-05 3A3 

9460 1 -56 2.27 251 172 

EsL •KL MM. Can 2546 Puls 3882. Prevtoua day's Qpan Int. CM] 37075 Pun 25760 

Spam 

■ NOTIONAL SPANISH BOND FUTURES gMEffi 

Open Settprice Change High Low Eat WL Qpan trrt. 

Jun 80.69 81.35 +0.78 81.39 B055 53.308 44.081 


■ NOTIONAL UK Gfl-T FUTURES (LIFFE)* £50,000 32nds of 10096 

Open Sett price Orange H%*i Low Est vtt Open biL 
Mar 103-05 103-08 0-OS 103-10 103-06 314£ 14172 

Jun 103-06 103-14 0418 103-20 103-06 41144 87737 

■ LONG GILT FUTURES OPTIONS flJFFE) CSO.OOO «tfw d 100% 


Price Indices 

Toe 

Day's 

Mon 

Accrued 

*d «ij. 


UK Gits 

Mar 21 

change 96 

Mar 20 

imerest 

ytd 


1 

Up to 5 years (24) 

119.56 

+0.00 

11958 

1.66 

2.65 

5 yrs 

2 

5-15 yeais (21) 

14058 

*0.14 

140.69 

156 

318 

15 yrs 

3 

Over IS years 19) 

15757 

+057 

15725 

157 

4.05 

20 yrs 

4 

Irredeemables (5) 

181.96 

+0.39 

18156 

2.99 

1.47 

hred-t 

5 

All suds (50) 

137.07 

+C.14 

117.52 

1.74 

313 


kndw-BnkAd 







6 

Up to 5 years (2) 

109.45 

+009 

190.41 

-0.17 

2.57 

Up to 

7 

Over 5 yeare (11) 

175.71 

+0.01 

175.69 

0.64 

128 

Over ! 

8 

A# stocks (13) 

17323 

+0.02 

176.3f1 

050 

1.40 



-—Low coupon yield Madkan coupon yield Won coupon yieW — 

Mar 21 Mar 20 Yr. ego Mv 21 Mar 20 Yr. ago Mar SI Mar 20 Yr. ego 


339 

341 

658 

852 

344 

6.91 

8.56 

8.59 

7.02 

333 

335 

7.42 

343 

346 

752 

365 

8.67 

7.79 

850 

was 

853 

338 

756 

759 

8.43 

8.45 

754 

358 

361 

750 


— Inflation 5% — 

_ 

- 

Inflation 10% - 

_ 


Mar 21 Mar 20 YV. ago 

Mar 21 Mar 20 Yr. ago 



6 up la S ystre 12) 109.45 +0.09 190.41 -0.17 2.57 Up to 5 yrS 3.54 3.5 7 2.75 

7 Over 5 years (11) 175.71 *0.01 175.69 0.64 12B Over 5 yra 355 3.85 357 

8 AS stocks (13| 176.23 +0.02 176.31 0-5*3 1.40 

Average gma iwknpion vw*d» ana shown above Coupon Binds Low: 0 1,-74.14; Medum: Mv-MFOt; Hgtc 1194 and over. t Flat yield, ytd Year to debj. 


228 250 9.83 
3.67 3.67 351 


FT FIXED INTEREST INDICES GILT EDGED ACTIVITY INDICES 

Mar gi Mar 20 Mar 17 Mar 16 Mar 15 Yr ago Ugh- Low* Mar 20 Mar 17 Mar 16 Mar 15 Mar 14 

Govt. Seca. (UK) 92.01 91.88 91.88 92.01 91.74 99.05 107.04 89.54 GBt Edged bargains 96.5 952 879 133.1 83.0 

Fined interest 110.58 11029 11039 11023 109.83 119.79 13357 106.50 5-day average 99.2 100.8 111.0 135.9 1312 

* fcr 1MU5. aoiiwnnwit SecuitUfra tugh snea conptadon: TS7-40 fU'CSSI. tow +9.1B (3/1/79. fixwd kiwraot lsgh snew coinpA UI on: 133.87 (Zisi/941 . tow 5363 13/1/75) . Boots i(m Government BacuWas 1 no/ 
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US. DOLLAR STRAIGHTS 
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StriHe 

— 


CALLS — 


— 


PUTS 




103% 

103% 

ft 
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Price 

Apr 

May 

Jun 

Sep 

Apr 

May 

Jun 

Sep 

Bank Ned Qamemen 7 99 

1000 

99% 

99% 


7.12 

SWISS FRANC STHABHIS 






100 

0-38 

1-14 

1-39 

2-11 

O-IO 

0-50 

1-11 

1-01 

Ba*of7<*)c0%86 

100 

WJ% 

101% 

ft 

7.79 

Asfcn DevBi* 6 TO — — . 

_ 100 

103% 

•03% 

+% 

&ee 

104 

1MB 

0-45 

1-06 

1-45 

0-44 

1-17 

1-42 

2-31 

Brigum 5% 03 

1000 

86% 

86% 

ft 

7.7i 

Ausutoft 00 

- 1000 

99% 

99% 

ft 

456 

105 

0-01 

0-23 

0-45 

1-20 

1-37 

1-S9 

2-17 

3-OS 

8FC£7%97. 

150 

101% 

101% 


S 57 

Oxnri Bnpa 4% £8 

_ 250 

100% 

rat 


*39 


756 A8mab*sllJ»fl7C. 
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Sea price 

Change 

High 

Low 

Eat vet. 
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■ ECU BOND FUTURES (MAT1F| 





Jun 

Sep 

Dec 

112.32 

112-06 

111.96 

112.70 

11258 

111.96 

+054 

+0.50 

+0.18 

11252 

11258 

111.96 

11250 

112.04 

111.96 

146,764 

563 

2 

119.017 

5.952 

1539 

Open Settprice Change 
Jun 82.00 8228 +0.4 3 

High 

8258 

Low 

82.00 

Eat. vdL 

2543 

Open int 
8583 


■ LONG TERM FRENCH BOND OPTIONS (MA71F) 


Strike 

Price 

Apr 

- CALLS — 
Jut 

Sep 

ft* 

— PUTS — 
Jun 

Sep 

US 

■ US TF 

1EASURY BO 

NO FUTUF 

IES (CST) S 

,100.000 31 

tods oT IK 

m 


110 

in 

112 

113 

114 

1.80 

0.85 

0.32 

O.OT 

250 

154 

1.02 

058 

0.29 

- 

0.11 

022 

0.66 

0.63 

0.91 

1.35 

151 

157 

Mar 

Jun 

Sep 

Open 

104-19 

10+-03 

103-20 

Latest 

104-12 

103-26 

103-13 

Change 

-0-08 

-008 

-ooa 

High 

104-21 

104-05 

103-23 

Low 

104-11 

103-25 

103-12 

EsL voL 
19.127 
205529 
3.39S 

Open ml 
28510 
328566 
(4^33 
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Germany 

■ NOTIONAL GERMAN BUND FUTURES (LIFFE)* DM250 JOO IQOltis ql 100% 

Open Sett price Orange High Low EsL vol Open int 
Jun 92.11 92.23 +0.19 92J6 92.05 127081 165065 

Sep 91.85 91.73 +0.19 91-85 91.&1 195 2128 


UK GILTS PRICES 


Japan 

■ NOTIONAL LOW TERM JAPANESE GOVT. BOND FUTURES 

(LIFFE) VIQOfn IQOtfts cl 100% 

Open Ctose Change High Low EsL vol Open tnt_ 
Jm HZJ3Q 112.59 11230 997 0 

- UFFE fcnuras ttsa traded on APT. M Open Interest tigs, are tor pnartous day. 
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Prospective real redemption rate on p rojected inftation ol in itrit 
and (2) 5%. H Figwes in pomndwaes snow RPI base tor 
indetong (to 8 months prior to bsue) ana have bean actuated to 
reflect rebaslng of RFI to 100 In February 1987. Convsraon 
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REPORT 

Sterling 

3 S.SJS 

Mr Rupert Peonant-Bea, dep- 
uty governor of the Bank of 
E^gand. Writes Philip Gawith. 

The announcement coincided 
willi a rally in the dollar and 
this was sufficient to of&et any 
negate impact. The news was 
also largely in the price any- 
way, following week end press 
revelations. 

Helped by the firmer dollar, 
stenmg finished tn London at 
DM2,2321, from DM23105, and 
at $1.5803, from $1,582. Later, it 
was trading around DM2.24, 
more than five pfennigs above 
the historic low of DM2.1890 
reached last Thursday. 

Otherwise, the feature of the 
markets was a sharp bout of 
profit-taking on the D-Mark, 
which saw it lose ground 
across the board. In Europe the 
most conspicuous winner was 
the lira, which dosed at L1J30S 
up from LI 340. Other weak 
currencies like the Swedish 
krona, the peseta and the 
escudo also made solid gains. 


POUND SPOT f-ORWARO AGAi^ST THE POUND 


CURRENCIES AND MONEY 


shakes off departure of Pennant- Rea 


WORLD n*TEFUEST: RATES 


MONEY RATES 


The dollar also finished 
firmer against the D-Mark, 
closing at DM1.4125 from 
DM13973. Earlier it had sunk 
to a fresh low against the yen 
of Y88.35 before recovering to 
finish at Y8935. 

The dollar’s recovery was 
helped by the Bank of Japan 
scotching a rumour that it 
would be able to accept the dol- 
lar trading in the Y7&82 range. 

Overall, markets were very 
quiet, with traders reporting a 
stalemate situation. A bad set 
of trade figures in the US today 
could be the trigger for a fur- 
ther fol] in the dollar. 

■ The main reason why mar- 
kets remain pessimistic about 
the dollar. While maintaining 
faith in the D-Mark, is that 
there has been no change in 
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the policies, politics or econom- 
ics which caused these moves 
in the first place. 

What has been lacking tn 
policy c h ang es, however, has 
been more than made up for in 
the form of “verbal interven- 
tion". Leading the charge 
again was Mr Hans Ttetmeyer. 
president of the Bundesbank. 
Speaking at the end of the 
Franco-German economic sum- 
mit in Paris, he reiterated his 
recent me s sage that the dollar 
was undervalued in relation to 
fundamentals. 

He also said that EMS cur- 
rencies were undervalued, and 
should return closer to their 
central rates. 

He went out of bis way to 
stress that the French franc 
would not fall to its lower 
intervention level, of FFr339 
against the D-Mark. 

Mr Tietmeyer said the crite- 
ria for economic and monetary 
union had to be met, but 
sounded more emollient than 
of Late when he added that 
they need not “necessarily" be 
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hardened. 

Mr Jean-daude Trtchet. gov- 
ernor of the Bank of France, 
also said the dollar was 
“grossly undervalued", but put 
the hail firmly in the US court 
by saying the Fed needed to 
take “convincing'’ action to 
stabilise it 

■ Yesterday’s correction in the 
D-Mark was described by one 


observer as “a bit of an 
extended reversal in the vola- 
tile move to the upside." 'Hie 
fact that it was largely con- 
fined to market professionals 
suggests it represents a correc- 
tion, rather than a turnaround, 
to the trend. 

The currencies that benefited 
most were those that had been 
weakest in the first place. The 
general move to take profits 
did not appear to be related to 
the flurry of commsits about 
the dollar being undervalued. 

Mr Malcolm Barr, Interna- 
tiona] economist at Chemical 
Bank in London, said it was 
“suspicious'’ that Bundesbank 
officials should suddenly be on 
the screens every day, telling 
exactly the same story. He sur- 
mised that while the Bundes- 
bank was anxious to be a 
“good European", it would not 
make decisions which were 
inconsistent with domestic eco- 
nomic realities. 

A cut In interest rates, which 
would help relieve currency 
market tensions, was thus off 


the agenda so long as there 
remained evidence of wage 
pressures, even if there was 
evidence of the strong D-Mark 
hurting German exporters. 

The Bundesbank was thus 
left with the weapon of verbal 
intervention as a proxy for 
what the market would really 
like to bean that the Bundes- 
bank favours a weaker D-Mark, 
or plans to cut interest rates. 

■ The Bank of England pro- 
vided £680m Late assistance, 
and £ 110 m at established rates, 
after forecasting a £850m 
money market shortage. Cash 
market rates remained easy, 
while short sterling futures 
continued their rebound from 
the bearish s entiment at the 
end of last weds. 
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EURO CURRENCY I N TER E ST RATES 
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DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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mid-point on day spread 
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Europe 
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Luxembourg 

Netherlands 
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tOHTH BUftQOOUJUl (L1FFET Sim points of 100% 
Open Sett price Change High Low 
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Hong Kong 
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Change 
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Open mt 
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9440 

8459 

+042 
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9447 

32634 
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9442 
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+0.04 
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+045 

94.33 
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+046 
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86.19 
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*0.02 
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2152 
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85.97 
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95.72 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Mar 21 BFr DKr FFr 


100 19.41 

5123 10 

Raise (FFrJ 5838 1131 10 

Germany (DM) 20.64 4.004 3240 

Ireland (K) 46.01 8.829 7.894 

Italy (U 1.712 0332 0394 

Nettwrtands (Ft) 18.42 3.574 3180 

Norway (NK«) 4639 8.M3 7.942 

Portugal (Es) 19.82 3.807 3365 

Spain (Pta) 22.48 4362 3-857 

Sweden (SKri 40.02 7.765 6366 

Switzerland (SFr) 24.B7 4.828 4367 

UK IS 48.06 6238 7.902 

Canada (CS) 20.71 4.019 3.553 

US (5) 29.15 5367 5.001 

Japan (V) 32.67 6 339 5.604 

Ecu 3723 7.302 6358 

Oteteh Kroner, Franc* Fronc. Nnrwatfa n Kroner, end Swed 

■ D-MARK FUTURES PMM) DM 125200 per DM 


per 10: Beigem Franc. Yen. Escudo, lira end Peseta i 


YEW HJTURES (IMM) Yen 125 per Yen 100 
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0.721 0 

+0.0011 
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■ SWISS FRANC FUTURES (MM) SFr 125,000 par SFr 

Jim 0.8830 0.8640 +02008 02687 02815 16,034 27,640 

Sep 0.8728 02710 +02030 02740 02705 77 2303 

Dec - 0.8780 - 02790 - 2 132 


Hign 

1.1408 

1.1540 

1.1660 

; 

Low 

1.1281 
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- 

4 

149 
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- 
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tbr 21 Over- 7 days One Ttree Sh One 

night notice month months months year 

SSTJr- *- e «-S S:S « 3:S' 
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UK deamg peril base lending rale Oh per cent from February 2, 19S5 

Up to 1 1-3 3-8 82 9-12 

month month moniha months rnootfr3 

Certs of Tax dep.IC100.000) 3 5?» 5\ 6 0«e 

to Jftl095 10 Aor 26. 1985. Scnemee U * B aXKpc. Beteranee rate tor 
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■ STERLMO FUTURES pMM) £62200 par E 


EMS EUROPEAN CURRENCY UNIT RATES 


Netherlands 2.15214 
Germany 1 21007 


Austria 

Belgium 

Portugal 

Denmark 


13.4383 

39.3960 

195.792 

738580 

6.40608 
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0.792214' 


month months months months 

5h S\ 6 flit 


Change 
on day 
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Ind. 
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950 

. 
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-3.49 
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- 

+0.0048 

-3.56 
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- 

+0.0238 

-3.36 

841 

25 

-0457 

-0.60 

5.79 

4 

-0.00663 

149 

3.71 

-10 

-a 01 383 

245 

2.84 

-19 

+0.962 

4.79 

044 

-33 
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5.15 

040 
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+0.023 

3.1 B 

1.91 

. 

-11.61 
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- 
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Open Sett price Change High 
im 92.53 92-56 +0.05 9229 

££ ^22 +0.07 9225 

n« 37-90 SI 24 *0.07 91.96 
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S PDMTAB 

(SWEDMORTGAGE) 
Subordinated Floating/ 
Variable Rate Notes 
due 2002 

Interest Rate 2.425% p a. 
Interest Period 

March 20. 1995 
June 19, 1995 

Interest Amount due on 

June 19. 1995 per 

Van 100.000,000 Yen 612,986 

jf* Banque G£n£rale 
du Luxembourg 

Agent Sank 


Coventry Building 
Society 

5100.000. 000 
Floating rate notes 1997 

Notice is hereby given that for 
the interest period 20 March 
1995 to 20 June 1995 the notes 
mill cany an interest mie of 
6.8/25% per annum. Interest 
payable on 20 June 1995 will 
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510.000. 00 note. 
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the interest period 22 March 
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6.375%. Interest payable on 
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note. 
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LONDON STOCK EXCHANGE 


MARKET REPORT 


FT-SE-A All-Share Index 


Firm close after renewed currency uncertainty 


1.550 -■ 


WnwrsHtat btanaas tfunaae tunowr 


By Terry Byland, 

UK Stock Market Etfitor 


A trading session unsettled briefly 
by currency factors closed firmly in 
London yesterday, with the stock 
market moving confidently to a new 
peak for 1995. Business volume 
remained high, as the substantial 
trading programme of the previous 
session continued to unwind 
through the market 
Increased dividends from leading 
British companies gave further sup- 
port to the favourable valuation of 
UK equities against government 
bonds; Prudential, Britain's largest 
life assurer, and Bowater headed 
the list of those lifting payouts 


to shareholders. 

The final reading put the FT-SE 
200-share Index at 3,135 for a net 
gain of 10 A In the early part of the 
session the Footsie was nearly 25 
points up, but this gain was wiped 
out at midsession when the US dol- 
lar turned easier before rumours 
that the Bank of Japan had dis- 
cussed a new dollar/yen rate were 
fir mly denied. 

The Dow Jones Industrial Aver- 
age opened lower and the Footsie 
dipped briefly into negative terri- 
tory before the Dow recovered to 
show a gain of 12 points at the 
London close. 

The seesaw movements in the 
Footsie were again led by stock 


index futures azzd also mirrored in 
gilt-edged markets. The FT-SE Mid 
250 Index, still catching up after 
la ggin g behind the FT-SE 100 last 
week, finish ed 15.7 higher at 3,406.7. 
The FT-SE 350-share Index 
advanced by 5.8 to a new 1995 peak 
of 1.554.4. 

Equity market strategists 
sounded relatively unperturbed by 
the sudden reversal in share prices 
at midsession. Currency markets 
were seen as nervous ahead of the 
US trade figures due oat today and 
the meeting of G7 ministers at the 
end of April. London’s equity mar- 
ket has risen by more than 5 per 
cent since the first wed: of this 
month and a bout of profit-taking 


would not be unexpected. 

Among the day's weaker spots 
were Aijo Wiggins Appleton, which 
dropped sharply after St Louis, the 
French stakeholder, firmly rejected 
rumours current in London for 
some weeks that it would sell its 40 
per cent equity holding. 

Seaq volume jumped to $i8.4m 
shares from the 708m of the previ- 
ous session, when customer busi- 
ness in equities was worth £i.77bn. 
Non-Footsie business made up 
around 54 per cent of yesterday's 
total. 

For the near term, market confi- 
dence remains high, as Wall Street 
moves to new peaks and UK stocks 
are believed to be regarded favoura- 


bly by most European fund manag- 
ers. Concerns over the outlook for 
interest rates have been eased by 
hopes for a “soft landing" in the US. 

Analysts believe that the recovery 
in the UK stock market, based on 
perceptions of good prospects for 
growth in dividends and earnings at 
British companies, was checked by 
the nervousness prompted by the 
collapse of Barings, the UK mer- 
chant bank hit by derivatives losses 
in the Far East 

Fears of Anther problems among 
UK merchant banks continue to cir- 
culate in the stock market and 
some analysts warn that another 
blow from this sector could still 
unsettle UK markets. 
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Indices and ratios 


FT-SE 100 3135.0 

FT-SE Mid 250 3406.7 

FT-SE-A 350 1554.4 

FT-SE-A A8-5hare 1533.44 
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Best performing sectors 

Tobacco - 

Property — — 

Insurance 


Health Care . 


Retailers, General 


... +3.3 
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Worst perforealos sectors 

1 Life Assurance 

2 Pharmaceuticals 
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3 Paper. Pckg & PfW 
A SacWdty — — 
5 Diversified tnds — 


.-04 

.-0.3 
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Pru hit 


fund to shareholders. 


by poor 
figures 


BAT advances 


stock closed 3 down at 524p 
after being 5 off earlier. Glaxo 
shed 5% to 703p. 


Prudential was the second- 
worst performer in the FT-SE 
100, as the market registered 
its disappointment with pre- 
liminary figures. One life sec- 
tor specialist described them as 
towards the bottom end of the 
market's expectations. 

The shares dropped 10Vi or 
3.2 per cent to 322p following 
some aggressive selling which 
drove turnover up to 12m. 

Analysts said the appoint- 
ment of Mr Peter Davis as the 
company's new chief execu- 
tive, succeeding Mr Mick New- 
march. who left the group 
under a cloud recently, was 
seen as a positive, but failed to 
trigger any rally in the stock. 

Prudential's profits came in 
marginally ahead at £603m, 
compared with last year's 
£589m and best estimates 
which had ranged up to £640m- 
plus. The dividend, which was 
up just over 9 per cent, had 
been expected to rise by 10 per 
cent by some optimists. 

There was some disquiet in 
the market with news that the 
company's provisions against 
the costs of pension mis-seUlng 
was higher than in the previ- 
ous year. 

Legal & General was another 
life stock to lose ground, the 
shares slipping 5 to 476p after 
news that Sir John Nott is 
launching a campaign to block 
the company's plans to gain 
Department of Trade and 
Industry approval to distribute 
money from its long term life 


Tobacco and insurance 
group BAT rose 15 to 431p on 
the back of a glimmer of opti- 
mism over prospects in the US. 

Since its takeover of Ameri- 
can Tobacco, BAT accounts for 
18 per cent of the US tobacco 
market The sector has been 
paralysed by the threat of class 
hbel actions but rejection of a 
similar case - by haemophili- 
acs against a drug company - 
gave some cause for optimism. 

Mr Charles Pick of Panmure 
Gordon believes that if the liti- 
gation concerns are removed, 
and the yield Is re-examined, 
BAT shares could hit 5Q0p 
without being too demanding 


Wellcome sold 


Leading pharmaceuticals 
stocks were under pressure 
yesterday as one institutional 
shareholder got rid of a large 
chunk of Wellcome shares. 

The investor apparently 
decided not to wait far the cash 
from the Glaxo bid, which is 
now unconditional, and is 
largely reflected in the Well- 
come share price. The stake- 
holder sold the shares at 
1048p apiece and the dealer 
who took them on hedged the 
position by selling other drug 
stocks. 

Because of the knock-on 
effect, Zeneca. SmithKline Bee- 
cham and Glaxo all fell. 
Zeneca recovered later on the 
back of options-related busi- 
ness and closed 2 higher at 
686p. SmithKline Beech am 
regained some lost ground 
after announcing that it had 
registered its whooping cough 
vaccine in Germany. The “A" 


Steel setback 

Heavy selling of British Steel 
saw turnover rise to a hefty 
25m and the shares fall 5 to 
159Y 3 p as dealers reacted to 
news of price cuts by Nucor, 
the most profitable steel manu- 
facturer in the US. 

The price reductions led to 
sharp falls in US steel com- 
pany shares on Monday, 
prompting heavy selling of 
British Steel in London yester- 
day on fears that the UK group 
may soon be forced to make a 
similar move. Price increases 
in 1994 had made it the best 
performing stock among FT-SE 
100 constituents last year. 

Suggestions that India may 
buy Russian fighter aircraft 
instead of Hawk jets from Brit- 
ish Aerospace sent shares in 
the UK group down 6 to 499p. 


Dealers also attributed the 
retreat in the shares to some 
profit-taking after recently 
touching their highest level for 
six months. 

British Petroleum did not 
feature in the FT-SE 100's top 
20 performers but dealers 
noted a fresh burst of strong 
buying interest in the stock, 
partly from the US and partly 
as a result of a switch recom- 
mendation, from Shell Trans- 
port to BP, said to have been 
instigated by Kleinwort Ben- 
son, the stockbroker. 

BP settled a net 3'/* ahead at 
421p - with some analysts still 
expected a breakout above the 
previous 435p peak - after 
heavy turnover of 10m. Shell, 
on the other hand, was a prom- 
inent loser in the top 100 list, 
the shares dosing a net 5 off at 
727p on relatively high turn- 
over of 6.8m- 

Standard Chartered 
extended its recent good per- 
formance. moving forward 4 to 
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Helaba Finance B.V. 

Amsterdam 

US^lOO, 000,000 

Guaranteed Floating Rate Notes 
Due 1996 

(Pursuant to the Terms and Conditions, Hess tsebe 
Landesbank - Girozentrale - bas been substituted by Helaba 
Finance B.V. as principal debtor of the Notes as pec 1st 
December; 1988) 

(Coupon No. 18) 

In accordance with Note conditions, notice is hereby given that 
for the interest period 22nd March, 1995 to 22nd September 
1995 (.184 d3ys>, an interest rate of per cent, per annum, will 
apply 

Amount per coupon (No. 18) — US.S1629.17 
Payable on the 22nd September; 1995. 


Q 




The Long-Term Credit Bank of Japan, Limited 

London Branch 
Agent Bank 
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CREDIT LYONNAIS 

USD 150,000,000.- + 


FRNDue 


Bondholders are hereby 
informed that tbe rate for 


the coupon N°4 has been 
fixed at 6. 1875 %. 
relative to the period from 
March 21st, 1995 to 
September 21st, 1995. 

The period bas 184 days and 
the coupon mice for tbe 
USD 1.000 notes is at 
USD 31.63, 
for the USD 10,000 
notes at USD 316.25 
and for the USD 100,000 
notes at USD 3,162.50 
and will be payable os of 
September 21st, 1995. 


Tbe Principal Paying Agent 


hW CREDIT LYONNAIS 



World Polkj Guide is a unique 
fctingofnew[»licTO.wdluclaase- 
by-tbuse analysis of Ltndm Marta 
policy wordings. Looking in-depth m 
specific nniicis.- World Policy Guide 
provides access to the infonnaoon you 
need w develop r** insurance 
policies, corojaie compering policies, 
and ensue that yon make die best 
possible policy chriers, 

For a free sample copy, 
amply contact: 

FT Newsletter, P.O.Box 365 L 
London SWJ2SPH 
Tel: 081 6736666 Fax: 0S1 673 1335 
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FORMOSA FUND 

International Depositary Receipts 
First and Secoad traaches 
Evidencing Beneficial Certificates 
representing 100 mats 
CASH DISTRIBUTION 199 4 

Kwang Hna Sccnrtttq Investment red Treat Co. Ltd- the maimgrr of TV Forman 
Fond. luuutm cg , a cash dstabutkm of USS 57.7590 pa OR (equivalent of 100 moil 


tor tbe tafobridexs. The cast (Sscribuian represeus a nci of 20 percent withholding tar 
and expense. 

The record due is March OS. 1995 and the ei-distrihntico ttet is Much 06. 1995. 
Payment to coupon no. 4 of the Fannosa Puul Uuanatkual Depositary Receipt wta be 
nreie after dedaotou of Ibc Depoalaiy’a fee* is an amount rf USS 0J8O5 per coupon 
on or after March 24. 1995 at one of tbe tbOcwiug offices of Morgan Guaranty That 
Company of New York: 


BrasBcb 
New York 


Frankfort 

Zorich 


35 At dcs Are 
60 Wall Street 
<50 Victoria lanh aa to acal 
46 Manner Laadesaane 
38Stnckasaassc 

lo compliance with the terms and conditions of tbe Deposit Agreement, the cash 
i&smbuooo will be made by tbe Depositary or the aferenjenooaed agents, against 
presentation of the appropriate coupon and the cCTtfkmr of natronairfy and residence 
dnlyoampkaed. 

Holders of IDRs forming pan of a Global Depositary Receipt will receive payment 
through Eurodenr or GedeL 
Depjsdaiy: 


Morgan Guaranty T« Gtxnpany of New York 
35 none da Arts. IOtO Gforeefc <32 2 508 So 43 1 


J P Morgan 


CONTRACTS & TENDERS 


TURKISH AIRLINES INC. 


Turiosfi Airlines Invites any interested parties to tender for the suppfy of 
JETFUELA-1 for the periods 1st May 1995-30thAprlM 996 inclusive, at 
European, Middle East, USA and Far East airports. Fuel wfll be 
purchased (aider sealed tender by adjudication. Proposals must be 
delivered on or before April 1935 1 7,00p.m. local time to the address 
shown below. 

Fui information on bidding together with technical and administr ati ve 
conditions are also available, details of contracts are shown below. 


TurWah Airflnes Inc. 
1 1-12 Hanover Street 
London W1R9HF 


or 


TUridsh Afefines Inc. 

Fuel Management 
Atatork Airport 

General Management Building 

A Bloc 2nd Floor 

J4830 YfcsflKdy/lstartbul, Turkey 

Telex Nr. 28871 OXTKTR or 21196 TJTKTR 

T(Bt 212 963 47 03/212 663 63 00 eod.1 250/1253/1 255 

Foe 212663 47 44 / 212 6S3 49 04 


PERSONAL 


PUBLIC SPEAKING 

Training and speech writing by award winning speaker. Fbst lesson free. 
To. (0727) 891133 


To Advertise Your 
L e a a 1 Notices 


Please contact 
Tina McGorman 


Te l : + 4 4 0 1 7 1 8 73 4 3 4 2 
Fax: t44 0171 373 3084 


292p on more heavy turnover 

of 5,6m. 

S.G. Warburg was edging 
higher towards the close, fin- 
ishing 2 firmer at 722p, with 
the market beginning to react 
to fresh hints that more news 
on a potential merger could be 
imminent. 

Kleinwort Benson also 
gained ground, closing 6 up at 
615p. while many of the quoted 
stockbroking houses responded 
to the recent upturn in market 
turnover and sentiment. BWD 
Securities advanced 5 to 82p 
and Sharelink 4 to 158p, after 
I60p. Brewln Dolphin was up 6 
to 140p, helped by the reassur- 
ing comments made by tbe 
chairman at the annual meet- 
ing. Investment management 
groups improved across the 
board, with M&G 13 up at 993p 
and Perpetual 30 firmer at 
1278p. 

Paper group Aijo Wiggins 
Appleton slipped 10 to 248p on 
disappointment that French 
food group Saint Louis claims 
to have no intention of offload- 
ing its 40 per cent stake. 

Meanwhile. Bowater recov- 
ered from an early morning 
plunge, after some misreading 
of the packaging group’s 
annual results led to dumping 
of a big batch of shares. The 
shares closed 6 up at 432p after 
a fell of 14 earlier. 

Leisure group Thom EMI 
jumped 17 to I049p. with vol- 
ume reaching 23m. The com- 
pany was said to be holding 
presentations in the US with 
NatWest Securities. 

Among retail stocks, hopes 
that Great Universal Stores 
will announce a share buyback 
scheme saw the stock appreci- 
ate 15 to 569p. Boots has also 
been mentioned among compa- 
nies that may carry out a share 
buyback. However, the shares 
gave up 3 to 518p, in trade of 
2.1m, on profit-taking following 
a recent run. 

There was heavy buying of 
Marks and Spencer as institu- 
tions went for stocks seen as 
likely to be strong performers 


in 1996. The shares added 7V* to 
404 Vjp, in trade of llm. 

Chemicals group BOC 
dropped 9 to 693p with some 
dealers suggesting that Caze- 
nove, which never comments 
on market speculation, bad 
recommended the stock as a 
trading sell. 

That would be a blow to the 
group as Cazenove is BOC’s 
broker. As a result, there was 
surprise and disbelief about 
the dealers’ suggestions. There 
was also a targe block of 
shares on offer. 

Household goods maker 
Paterson Zocbonis fell 15 to 
407p after disappointing num- 
bers and a profits warning. 
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AMERICA 


Dow pushes 
higher into 
peak territory 


EUROPE 


Wall Street 

ns sham added to Monday’s 
gains yesterday morning to 
move deeper into record terri- 
tory as the dollar stabilised 
against the Japanese yen and 
pushed ahead against the 
D-Mark, writes Lisa Bransten 
in New York. 

By lpm the Dow Jones 
Industrial Average was LI-41 
higher at 4,095.09. The Stan- 
dard & Poor's 500 increased by 
1.58 to 497.72 and the American 
Stack Exchange composite 
gained 0-28 at 458.46. The Nas- 
daq composite moved up 2.43 
to 812.92. Trading volume on 
the New York Stock Exchange 
came to 207m shar es 
Less than a month after the 
Dow surged through the 4,000- 

Kmart 

Share price and Index rebasod 

140 — 
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point mark, the index is less 
than 5 points from 4,100 and 
investors are already looking 
to the more important 4,500 
level There is little is the way 
of economic data due this week 
that could throw off the mar- 
kefs bullish tone and few 
expect the Federal Reserve to 
raise interest rates next week 
at its open market committee 
meeting. 

Helping yesterday’s market 
was a stable dollar, which con- 
tributed to Increasing prices in 
the bond market. 

The equity market was 
pleased by news that Mr 
Joseph Antonini would resign 
as president and chief execu- 
tive of Kmart. Shares in the 
company jumped $1 or 8.4 per 
cent to £12%, on the news. 

The technology sector was 
strong once again yesterday 
led by a near 3 per cent 
increase in the value of Micron 
Technology. Micron hit a 52- 
week high, as investors pre- 
dicted strong demand for the 
computer chip company’s main 
product, dynamic random 


Brazil jumps 5.6% on 
Arida’s testimony 


Brazilian shares traded 5.6 per 
cent higher at midday after Mr 
Persio Arida. the central bank 
president, denied that any 
information had been leaked 
before the introduction of Bra- 
zil’s new foreign exchange rate 
policy two weeks ago. 

The Bovespa index was up 
1,622 to 30.323 points at 1 pm in 
light turnover of RS103.6m 
(¥115 .2ml. 

Mr Arida told the Senate 
Economic Affairs Committee 
that allegations that he had 
given banker friends advance 
information on the policy 
changes were “absolutely 
unfounded’’. He claimed that 
the allegations were aimed at 
damaging his reputation and 
complicating the process of 
economic stabilisation. 


Analysts expected that the 
testimony would calm the 
country's financial markets, 
rattled last week by rumours 
that Mr Arida and Mr Gustavo 
Franco, the central bank's 
International affairs director, 
would resign. 

However, dealers were cau- 
tious about predicting any 
short term upturn in equity 
prices, noting that the market 
remained very volatile as a 
result of the lack of fresh 
money flowing in. 

Telebras, the state telecoms 
company, saw its preferred 
jump 8.3 per cent to RS24.49. 
Preferred stock in Vale do Rio 
Doce, the mining giant, was 
quoted at R$21Q, up 5 per cent 

Petrobras, the oil monopoly, 
rose 4-6 -per cent to R$6&50. 


Senior bourses turn back after early strength 


access memory chips, or 
DRAMs. Shares in the com- 
pany increased ¥2% at $76. 

The Pacific Stock Exchange 
technology index also outper- 
formed the broader indices, ris- 
ing by more than 0.8 per cent, 
in part because of figures from 
a consulting group that fore- 
cast global shipments of com- 
puter work stations up 25 per 
cent last year over 1993. Com- 
paq Computer rose at $33%, 
Hewlett-Packard increased ¥2% 
at 8123V. and Apple Computer 
was higher at $36. 

Loral gained $1% at $44% on 
news that it would bay the 
defence business from Unisys 
for 8862m. Unisys lost $% at 
$&*/■ on the news. 

Airborne Freight lost more 
than 7 per cent of its value, 
falling SI 1 /* at ¥19% after the 
company warned that first 
quarter earnings were likely to 
be below analysts’ expectations 
because of a decline in the 
company's revenue per ship- 
ment 

Cincinnati Microwave lost 
ground after reporting that it 
expected bigger losses in the 
first quarter than had been 
anticipated earlier. Shares 
dropped $1% at ¥10, or 21 per 
cent 

Norand shed ¥6 at $35% as 
investors took profits. Late on 
Monday, the maker of inven- 
tory data systems reported sec- 
ond quarter earnings greater 
than those for the same time 
last year, but in fine with ana- 
lysts' expectations. Since the 
beginning of last week the 
shares had risen $3V«. 

E.W. Scripps hit a 52- week 
high, adding $1% at ¥32% after 
reports that the communica- 
tions company was considering 
the sale of its cable systems 
which could bring the com- 
pany as much as $L35bn. 

Canada 

Toronto saw a major jump in 
Cominco, the fertiliser pro- 
ducer, as Ihe general market 
edged higher at midday, with 
the TSE 300 composite index 
0,87 firmer at 4,250.65 In vol- 
ume of 33.3m shares. 

Cominco rose C$2% to a new 
1995 high of C$41 % as it 
announced that it was plan- 
ning to back up to l.lm, or 5 
per cent of its shares. Brokers 
said that the sector was exper- 
iencing buoyant conditions, 
with global demand for fertil- 
iser in 1995 expected to outpace 
last year and companies gener- 
ating a lot of additional cash 
flow. 


Renewed weakness in the 
dollar left most senior bourses 
unable to sustain earlier gains. 
writes Our Markets Staff. 

ZURICH turned back from a 
firm opening as the weak dol- 
lar and Wall Street's lower 
start weighed on a thin mar- 
ket The SMI Index receded IQ-5 
to 2^05.5. 

Georg Fischer initially 
jumped SFr35 to SFrl,500 in 
response to its return to profit 
in 1934 and the first dividend 
payment for three years. But 
the shares subsequently 
encountered profit-taking in a 
thin market, on a reassessment 
of the impact of the strong 
Swiss franc on the foundries 
and engineering group's busi- 
ness, and it closed SFr55 or 3.8 
per cent lower at 5Fri,410. 

Ares Serono, the pharmaceu- 
ticals group, dropped SFr30 or 
4.6 per cent to SFr625 in 
response to a worse than 
expected 61 per cent foil in 1994 
net earnings. Mrs Birgit Kul- 
hoff at UBS, who downgraded 
the stock to a trading sell com- 
mented that the company, 
which calculates its results in 
US dollars, had suffered from 
currency depreciation in Italy 
and Spain, two of its major 
markets, as well as from the 
strengt h of th e Swiss franc. 

FRANKFURT threatened its 

ASIA PACIFIC 


Georg Fischer 
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1995 lows, bottoming with the 
Dax index at 1,973.95 before 
closing the afternoon at 
1,984.15, down 0.84, after top- 
ping 2.000 in both session and 
Ibis trading. 

Turnover rose from DMS.lbn 
to DM5 .8bn. Thyssen dropped 
DM6 to DM257 on Monday's 
news that Nucor, a US com- 
pany, is substantially lowering 
its steel prices. Meanwhile, 
Lufthansa ignored overnight 
strength in US airlines, failing 
another DM3.50 to DM176 on a 
Goldman Sachs downgrade. 

In a more conventional cur- 
rency related move, MAN, the 
truckmaker and engineer, 


Karachi continues 
to tumble ahead of 
nationwide strike 


Roundup 

Profit-taking pressured much 
of the region yesterday. 

KARACHI continued to tum- 
ble ahead of Saturday’s nation- 
wide strike, called by business- 
men. over the government's 
failure to quell sectarian blood- 
shed. 

The 100-share index finished 
27.18 or 1.7 per cent weaker at 
1,607.58, its lowest close for 
more than 16 months. It dipped 
well below 1.600 in early trade 
but clawed back on short-cov- 
ering and institutional support 

More than 100 people have 
been killed this month and at 
least 340 in this year, inducting 

Tokyo, Johannesburg and 
Mexico were closed for holi- 
days. Bombay was suspended 
for the second consecutive 
day, and remains closed today, 
amid attempts to resolve the 
aftermath of a payment 
default by the brokers 
KS. Jhaveri. 

two US consulate staff who 
were shot dead in a rare attack 
on foreigners on March 8. 

SEOUL was pressured lower 
by profit-taking on blue chips 
and persistent sales of low- 
priced issues after the recent 
rises, and the composite index 
ended 10.80 down at 946.07. 

Brokers said a trading sus- 
pension in Samsbin Interna- 
tional after the small steel fur- 
niture manufacturer defaulted 
on debt obligations also took 
its toll on the mood. 

But construction shares, 
which had declined sharply on 
apparently unfounded rumours 
of financial problems by sev- 
eral companies, gained on a 
technical rebound. The con- 
struction sub-index improved 
4JG to 484 -37- 

HONG KONG edged down as 
profit-taking erased morning 
gains, and the Hang Seng 
index closed 14.12 softer at 
8,580.31 after an intraday high 
of 8.659. 

SINGAPORE eased on a day 
dominated by worries about 
the outlook for interest rates. 


The Straits Times Industrial 
index lost 2.47 at 2,088.07. 

KUALA LUMPUR also 
declined on interest rate con- 
cern and the composite Index 
shed 4.51 to 964.84. Brokers 
said investors were also cau- 
tious ahead of Bank Negara's 
1994 annual report next week. 

Amalgamated Industrial 
Steel surged 60 cents to M$7.65 
on continued speculation about 
a timber deal while Technol- 
ogy Resources fell 35 cents to 
MS7 on rumours that its 1994 
profits would be lower than 
had been expected. 

SYDNEY ended at its best 
level of the day after a 10.2 
points rally in the All Ordi- 
naries index to 1,914.7. Dealers 
said the upturn was fuelled 
mostly by foreign demand, as 
offshore investors hunted for 
bargains on the back of the 
weak Australian dollar. 

The local currency slipped 
back to 72.5 cents to the US 
dollar and sparked good 
two-way trading in leading 
equities. BHP, down 12 cents 
on Monday, rebounded 14 cents 
to finish at AS18.62. 

TAIPEI was hit by modest 
profit- taking towards the close 
of trading. The main index 
ended at 6,524.87, more than 60 
points short of its best of the 
session and 16.71 down on the 
day. Volume was dull with the 
market still uncertain about 
central bank direction. The 
wave of selling late in the day 
was mostly sparked by fears 
for policy tightening by the 
central bank. Electronics 
shares were among the worst 
performers, with Tatung and 
Acer both dipping TSE to TSS0.5 
and TS86.5 respectively. 

JARKATA ticked over gently 
in moderate volume and 
although falls outnumbered 
rises the official index closed 
marginally - 0.25 points - 
higher at 427.19. Features were 
thin on the ground. A note 
from Salomon Brothers high- 
lighting good value in Indosat 
failed to tempt the buyers. 

COLOMBO’S all-share index 
declined 6.96 to 853.50 for a 
two-day fall of 20 points. Vol- 
ume came to SLRs43m. 
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retreated a further DM6.50 to 
DM344, down nearly 16 per 
cent this month against a Dax 
fall of 5.4 per cent. Mr Chris 
Heminway. an engineering 
analyst at Lehman Brothers, 
said MAN bad been substan- 
tially overvalued for some 
time, and that it had been 
weakened by D-Mark strength 
and its reliance on German 
production facilities. 

Outside the Dax index, con- 
struction stocks were weak. 
Phillip Hoizmann failing DM35 
to DM660. Professionals said 
the post-unification boom in 
orders was over. 

PARIS continued to make 
upward progress, a firm bond 
market offsetting doubts about 
the franc and the political out- 
look ahead of the upcoming 
presidential elections. The 
CAC-40 index closed 2.21 
higher at 1,813.78 in turnover 
of FFr3.67bn. 

Retailers remained a feature, 
with the sector leader, Carre- 
four, again at the head of the 
activity charts. Recent top of 
the range results from the 
retail trade have underpinned 
most of the buying. Carrefour 
closed at FFr2 ,320, up FFr26. 

Total moved forward FFr2.80 
to FFr27i.20 as analysts 
digested the implications or the 
oil company's big Yemen gas 
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contract. 

Out of favour were the con- 
struction major Bouygues. 
down FFr16 to FFr526 as police 
raided the embattled group's 
headquarters, and the foods 
group St Louis, which weak- 
ened FFr47 to FFrl.415. 

Credit Lyonnais investment 
certificates saw another sharp 
fall as investors continued to 
offload in the wake of Friday’s 
rescue package. The certifi- 
cates lost FFr19.30 at 
FFr217.50. Thomson-CSF, 
which holds almost 19 per cent 
of the bank, shed FFr4.30 to 
FFr130.20. 

MILAN rose strongly as the 
lira recovered and investors 
welcomed the government's 
decision to call last night's con- 
fidence vote in the senate to 
speed the passage of the mini- 
budget. The Comit index rose 
7.08 to 538.58, while the real- 
time Mihtel index was 247 or 


2.9 per cent higher at 9,673. 

Telecom Italia jumped L217 
to L4.025 in response to its 1994 
results and plans to sell off its 
mobile telephone division. Stet 
was L1W firmer at L4.444. 

Ambroveneto advanced L185 
to L5.358 before announcing 
flat 3994 results after the mar- 
ket closed. Ferruzzi climbed 
L52 to Ll.016 and Montedison 
was L56 ahead at LI, 112 in a 
technical bounce after their 
recent lasses. 

COPENHAGEN traded in 
below average volume for the 
fourth day in a row. with the 
KFX Index rising 0.17 to 92.6. 
The construction and chemi- 
cals group Superfos closed 
DKr5 higher at DKr4Q0. inves- 
tors concentrating on the 
group's upbeat forecasts for 
the current year. Radiometer, 
the health care group, added 
DKr3 at DKr294 as a sizeable 
stock overhang finally worked 


its way through the system. 

ATHENS crossed the 800 bar- 
rier again, this time on the 
upgrade on speculation that 
the European Commission will 
give the green light far build- 
ing the new Athens airport 

The general index moved up 
12^0 or IE per cent to 80130 in 
turnover of Drt/rebn; the EC 
had blocked ratification of con- 
struction contracts . and 
accused the Greek government 
of breaching directives in ten- 
dering major public works pro- 
jects. 

TEL AVIV continued to chip 
away at Sunday's 6.4 per cent 

gain ifishtanim fan. 

ing 2.73 or 1.6 per cent to 165^0 
after Monday's 2.1 per cant 
retreat. Dealers said there was 
some scepticism about the gov- 
ernment’s planned budget and 
income tax cuts, which 
prompted the central bask to 
lower Interest rates over the 
weekend. 

ISTANBUL stacked up its 
third record high in succes- 
sion, the composite Index dos- 
ing 404.21 stronger at 35^16^3, 
up 21,3 per cent so far this 
month after a 15.4 per cent rise 
In January. 

Written and edited by William 
Cochrane, Michael Morgan and 
Jeffrey Brawn 
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A n attempt by the 44 
members of the Stock 
Exchange of Thailand 
to prop up the ailing local 
market by chipping into an 
open-ended Bt20bn investment 
fund appears self-serving to 
many Bangkok-based observ- 
ers, writes William Barnes m 
Bangkok . 

The fund, to be established 
within a fortnight, is intended 
to lift share prices which could 
be near the bottom of a slide 
that has trimmed the market's 
value by 13 per cent since the 
beginning of the year. Yester- 
day, the SET index dipped just 
0.71 to 1,284.11 as sellers 
emerged when the market 
edged forward to a day’s high 
of uam 

“The fund will target compa- 
nies with good fundamentals to 
encourage other investors to 
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do the same,” according to Mr 
Vicbarat Vkhitvadakam, pres- 
ident of the Association of 
Securities Companies. Other 
financial institutions such as 


commercial banks and mutual 
fund groups will be expected to 
contribute Bt5bn to the fund. 

However, even optimistic 
brokers doubt that the Bang- 
kok market will recover 
sharply in the near future after 
suffering from, essentially, a 
drain of liquidity, although the 
underlying economy continues 
to grow strongly at more than 
8 per cent a year. 

Some cynics have pointed 
out that in making this move, 
the full members of the 
exchange have given them- 
selves an excuse to pick up 
bargains at a timp, when the 
market’s price/earnings ratio is 
14 times - from which it has 
historically rebounded. 

“It is very good of the stock- 
brokers to be so public spir- 
ited, particularly when they 
are likely to make so much 


money out of it," said Mr Gra- 
ham Catterwell, the country 
representative for Crosby 
Research. The central bank 
had already initiated a cut in 
initial margin requirements 
from 50 per cent to 40 per cent 
from March 15 which was 
designed to boost liquidity and 
the stock market 
This, tike an earlier cut in 
the forced sale margin from 25 
per cent to 15 per cent, was 
taken in spite of the bank's 
fears that credit growth was 
running way ahead of its 1995 
target of 24 per cent growth. 
The director of one small bro- 
ker complained about being 
forced to borrow money to 
prop up the market: “This is 
not prudent - ft is just that the 
brokers want to be seen to be 
doing something to help tbeir 
clients who are suffering.” 
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